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INTERNATIONAL AFFAIRS 





BETTER CSSR EXPORT OBLIGATIONS FULFILLMENT TO USSR URGED 
Prague SVET HOSPODARSTVI in Czech 26 Jul 84 p 2 
[Article by -vk-: “For Better Fulfillment of Export Commitments” | 


[Text] Foreign trade between the CSSR and USSR in 1984 has been developing 
on the basis of the protocol implementing the Agreement on Mutual Commodity 
Shipments and Payments for the 1981-1985 Period, which was signed in Moscow 
on 1 December 1983. A positive basis for this year's development were the 
results achieved in 1983, when the turnover in all its segments amounted 

to 11.457 billion transferable rubles [PRb], which in comparison with 1982 
represented a 14.8 percent increase at current prices. This turnover has 
been steadily and rapidly increasing from the beginning of the current 
5-year plan in 1980 so that the USSR accounts for more than 42 percent 

of the total CSSR foreign trade volume at the present time. 


The total value of mutual commodity shipments in 1984, which ensue from 
the signed protocol and include additional obligations originating in the 
agreements in the economic area and foreign trade forms, is to amount to 
PRb 12.3 billion, which represents a 13 percent increase in comparison 
with 1983. It is anticipated that exports and imports will increase at 

the same rate, which is important from the standpoint of Czechoslovak trade 
relations. 





All these circumstances bear witness to the significance of stable foreign 
trade relations between the CSSR and USSR. The Soviet party also expressed 
its high appreciation of the development of these relations, which may 
serve as a graphic example of cooperation between the two socialist states. 
From this standpoint, production cooperation and specialization and other 
higher forms of international socialist division of labor within CEMA are 
becoming increasingly important, which is reflected in the development 

of mutual foreign trade in 1984. 





The protocol for 1984 therefore includes the obligations from 12 previously 
signed special-purpose agreements on economic cooperation, 26 bilateral 
intergovernmental and ministerial agreements on production specialization 
and cooperation, and other agreements. On the basis of these agreements 

the CSSR obtains from the USSR basic raw materials, fuel and energy materials 
and so on, which account for 76 percent of the total foreign trade structure. 








Both parties have also paid constant attention in recent years to the trade 
in machinery and equipment, which accounts for 18 percent of the foreign 
trade structure. 


It is necessary to realize in this context that a number of Czechoslovak 
engineering imports from the USSR cannot be replaced by Czechoslovak domestic 
production or by imports from other socialist states. As examples of 

these engineering products, we can mention special-purpose machine tools, 
equipment and fuel elements for nuclear power plants, machinery and equipment 
for underground coal mining, heavy-duty construction equipment, equipment 

for civil air transportation, computers, some types of technologies and 
technological equipment, machinery and equipment for the Prague subway, 

high voltage equipment, and so on. At the same time, there is a feeling 

on both sides that it is necessary to intensify and increase production 
cooperation within sectors (coproduction) in the manufacture of selected 
machinery and equipment, where the joint CSSR-USSR enterprises could play 

a positive role in certain instances. 


As to the Czechoslovak exports to the USSR, traditional machinery and 
equipment continue to occupy the decisive postion (69 percent of the 

total Czechoslovak exports structure). It appears, however, that in the 
foreseeable future in particular an important Czechoslovak export item will 
be consumer goods, which account for approximately 19 percent of Czechoslovak 
exports. 


The third place is occupied by chemical products and other types of goods, 
which are substantially less important in the total volume than the first 
two items. This development indicates that the mutual trade structure is 
not a rigid quantity, but that it develops over a long period in close 
connection with the actual needs of both interested economies. For this 
reason, the Czechoslovak national economy must take these changes into 
account and more flexibly react to the needs and requirements of its Soviet 
partners. 


In the mutual foreign trade relations between the USSR and other CEMA member 
states, the intersectoral division of labor is becoming increasingly 
important, and at the present time is focused on machinery and equipment, 
where the ratio between the Soviet exports and imports is 15 percent to 

51 percent, and on fuels, where the ratio is 50 percent to 2 percent, 

and finally on raw materials for food and food articles, where the ratio 
between the Soviet exports and imports in relation to other European CEMA 
member states is 4 percent to 31 percent. 


The importance of the USSR for CSSR foreign trade places considerable demands 
on Czechoslovak foreign trade and production because even in 1984 the proper 
fulfillment of Czechoslovak export obligations must be secured in such a 

way that Czechoslovak goods by their quality and overall use value satisfy 
the increasingly demanding needs of the Sovict market. Moreover, further 
possibilities of expanding mutual trade will be explored, which would 
further increase the volumes agreed upon in the protocol for this year. 

On this basis, in the fourth year of the implementation of the Agreement 








on Mutual Commodity Shipments and Payments for the 1981-1985 period 
(signed on 9 June 1981) a further increase can be achieved in the mutually 


advantageous commodity exchange in accordance with the requirements of the 
intensive development of both socialist economies. 
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BULGARIA 


ECONOMIC MECHANISM RULES APPLIED IN SMALL, MEDIUM ENTERPRISES 
Sofia DURZHAVEN VESTNIK in Bulgarian 24 Aug 84 pp 812-815 


[Decree of the Council of Ministers No 33 of 2 July 1984 on Establishing Condi- 
tions for the Accelerated Development of Small- *=4 Medium-Sized Enterprises] 


[Text] The Council of Ministers decrees: 


Article 1. Adopts: 


2. The Ordinance on Specific Rules Concerning the Economic Mechanism for Small- 
and Medium-Sized Enterprises according to Appendix No 2. 


Concluding Provisions 


Single Paragraph. To be repealed is the Decree No 12 of the Council of Minis- 
ters of 1982 and the Specific Rules adopted under it (DURZHAVEN VESTNIK, No 23, 
1982). 


First Deputy Chairman of the Council of Ministers: 
Chudomir Aleksandrov 

Chief Secretary of the Council of Ministers: 

Ivan Shpatov 


Appendix No 2 to Article 1, Point 2 


Ordinance Governing the Specific Rules for the Economic Mechanism in Small- and 
Medium-Sized Enterprises 


Article 1. (1) This ordinance governs the establishing and operation of small- 
and medium-sized enterprises. 


(2) A emall- and medium-sized enterprise, in the meaning of this ordinance, is 
any enterprise operating on cost accounting and is a legal entity and which 
carries out its activities on the basis of a counterplan with the forces of the 
labor collective, the owner of the socialist property, and is responsible for 
the requirements given in Paragraph 3. 

















(3) The small- and medium-sized enterprises are characterized by the use of 
modern highly-productive equipment and progressive, flexible production 

methods for satisfying a broad range of needs, automation in single-unit and 
small-series production, the achieving of complete processing of the raw 
materials and maximum utilization of waste materials, with a period of con- 
struction and reaching of designed capacity in under 18 months, with a period 
for the repayment of capital investments not longer than 24 months, with up to 
50 personc in personnel for a small enterprise and, respectively, up to 200 for 
a medium-sized enterprise. 


Article 2. (1) The small- and medium-sized enterprises are formed and operate 
according to the provisions of the Regulation Governing the Economic Mechanism 
and this ordinance. 


(2) The small- and medium-sized enterprises can be set up within the system of 
the ministries, other departments, state, cooperative and other organizations, 
okrug people's councils, conurbation systems, the Bulgerian Academy of Sciences, 
scientific organizations, higher institutions of learning, engineering- 
introduction, and other socialist organizations. 


(3) When it is economically advisable, within the enterprises and other eco- 
nomic organizetions it is possible to establish small- and medium-sized capac- 
ity. These may be set apart as economic production units (shops, sections, 
lines and so forth) operating on internal cost accounting and when conditions 
are present, also on a separate balance sheet. 


(4) The small- and medium-sized enterprises can also be established within the 
limits of: 


1. Specifically allocated limits from the unified plan for the socioeconomic 
development of the nation. At least 5 percent of the capital investments en- 
visaged for the development of material production are to be set aside annually 


for this purpose; 


2. The capital investment limits of the sectorial ministries, the okrug and 
obshtina people's councils as allocated for projects under the specific competi- 
tion within the sector and for projects and measures outside the competition 
carried out with free internal funds of the organizations as well as by using 
bank credits. 


Article 3. (1) Under the Bulgarian Industrial Economic Association an inter- 
departmental expert technical and economic council is to be established and this 
will be directed by the chairman of the Bulgarian Industrial Economic Associa- 
tion. The members of the council are to be designated by the Council of Minis- 
ters. 


(2) The Interdepartmental Expert Technical and Economic Council within the 
competence assigned to it: 


1. Accepts proposals for the establishing of emall- and medium-sized enter- 
prises and allocates limits under Article 2, Paragraph 4, Point 1; 








2. Sets the procedure for vorking out the technical and economic studies for 
establishing the small and medium enterprises; 


3. Reviews and approves the technical and economic studies for establishing the 
small- and medium-sized enterprises; 


4. Determines the requirements and procedure for holding the competition to 
choose the most effective proposals; 


5. Accepts the ‘ist of specific names for the construction of small- and 
medium-sized enterprises. 


(3) The Interdepartmental Expert Technical and Economic Council organizes its 
activities in accord with the enforcable enactments governing the expert evalua- 
tion of studies, technical and economic reports and plans for capital construc- 
tion projects. 


(4) The Interdepartmental Expert Technical and Economic Council reviews and 
adopts the technical and economic proposals for the building of the small- and 
medium-sized enterprises on the basis of a competition, in accord with the 
following evaluation criteria: 


1. The modern technological level and multifunction nature of the production 
equipment; 


2. The winning of new productior and market positions on the socialist and 
world market and the development of progressive and highly efficient production 
on this basis; 


3. High efficiency of production and exports; 


4. Accelerated introduction of scientific developments and the achievements of 
science and technical progress and the further development of economic integra- 
tion with the CEMA member nations and the participation of Bulgaria in the in- 
ternational division of labor; 


5. The eliminating or reducing of the scarcity of goods and services for pro- 
duction purposes and public consumption and broadening the production of luxury 
goods; 


6. The development of production on the basis of local raw materials or those 
imported from the socialist countries; maximum utilization of waste materials 
and complete utilization of raw materials; 


7. Construction is to be carried out predominantly in existing buildings with 
minimum outlays of construction and installation work and in areas with free 


manpower; 


8. The halting of imports by the production of diverse, small-series and scarce 
products, compounds, materials, individual and unique machines in Bulgaria and 
the broadening of the component base; 








9. The further development of the production and service infrastructure for 
the conurbation systems and the solving of their social problems with high 
ecors-mic efficiency and quality; 


10. Ensured sale of the products on the foreign and domestic market. 


Article 4. (1) The decision to establish small- and medium-sized enterprises 
is to be taken on the basis of the technical and economic studies. 


(2) The technical and economic studies, after their approval by the Inter- 
departmental Expert Technical and Economic Council, according to the require- 
ments and criteria for evaluation, are approved by the chairman of the Bulgerian 
Industrial Economic Association and are not subject to approvals as stipulated 
in the Capital Construction Regulation. 


Article 5. (1) The limits for the capital investments for building small- and 
medium-sized enterprises in leva and foreign exchenge provided under the pro- 
cedures of Article 2, Paragraph 4, Point 1, are made available to the Bank for 
Economic Initiatives (Mineralbank) by years and totally for the five-year plan 
along with the unified plan for the socioeconomic development of the nation. 


(2) The limits for capital investments under the previous paragraph are dis- 
tributed by the Bank for Economic Initiatives (Mineralbank) under the proposal 
of the ministries, other departments, economic and other organizations and by 
the executive committees of the people's councils after adoption by the Inter- 
departmental Expert Technical and Economic Council according to the procedures 
of Article 3, Paragraph 4. 


(3) The returned amounts from the foreign exchange provided under the unified 
plan for the socioeconomic development of the nation comprises a circulating 
foreign exchange fund for the Bank for Economic Initiatives (Mineralbank) to be 
used for the self-financing of accelerated construction of small- and medium- 
sized enterprises in the national economy in following years. 


Article 6. When the small- and medium-sized enterprises are built without 
participation in the national competition conducted by the Int erdepartmental 
Expert Technical and Economic Council and meet the conditions of Article 1 4nd 
the evaluation criteria under Article 3, Paragraph 4, these enterprises can 
apply Articles 7, 8, 9 and ll. 


Article 7. The preliminary research for the building of small- and medium-sized 
enterprises is to be carried out by the corresponding investors under the condi- 
tions and according to the proceedings of the enforceable enactments governing 
capital construction, regardless of the amount of cheir estimated cost and with- 
out requiring their incorporation in the title lists for research work. 


Article 8. (1) The designing and construction-installation work are to be car: 
ried out accurding to « schedule drawn up by the investor according to the final 
completion date set in the technical and economic study. The schedule is to be 
approved by the design, construction-installation, foreign trade and other or- 
ganizations who are responsible for carrying out the schedule. 














(2) Designing is to be carried out in a single phase of a working plan with 
the estimate documents. This can also be carried out in the course of con- 
struction itself. 


(3) The method of carrying out the construction and installation work is pro- 
poeed by the investor and determined by the technical and economic study. The 
construction and installation work is carried out as a rule by the direct labor 
method. When the impossibility of carrying out the work by the direct labor 
method has been shown, the investor contracts with a construction-installation 
organization for the construction. 


(4) The schedule is approved by the leader of the appropriate seciorial minis- 
try er other department or by the chairman of the executive committee of the 
okrug people's council. 


Article 9. (1) The resources for building and operating the small- and medium- 
sized enterprises are provided by priority by the corresponding ministries, 
other departments, economic and other organizations. 


(2) The foreign trade organizations give priority in studying the possibilities 
of selling the products planned for production by the small- and medium-sized 
enterprises. 


(3) The executive committees of the people’s councils give priority to the 
prompt recruitment, training and development of the personnel for the small- 
and medium-sized enterprises considering the planned number of employees ap- 
proved by the technical and economic study. 


Article 10. The sources for financing the capital investments in leva and for- 
eign exchange for building the small- and medium-sized enterprises include the 
following funds: "“Expansioa and Technical Improvement,” “Economic Risk" and 
“Foreign Exchange" of the economic organizations, the Investment and Foreign 
Exchange funds of the okrug and obshtina people's councils, the Technical Prog- 
ress end Investment Fund of the ministries and for the Ministry of Production 
and Trade of Consumer Goods also the Fund for Encouraging the Production of 
Consumer Goods and Services, the borrowable money from the funds of the Bulgar- 
ian Industrial Economic Association and bank credit. 


Article 11. (1) Financing the construction of small- and medium-sized enter- 
prises is made available only on the basis of an approved technical and eco- 
nomic study and when a bank credit is employed, also on the basis of a crediting 
agreement. 


(2) The technical and economic studies approved by the Interdepartmental Expert 
Technical and Economic Council do not oblige the Bank for Economic Initiatives 
(Mineralbank) to conclude a credit agreement. 


(3) In agreeing on the credits and in the process of financing, the banks apply 
the concessions envisaged in the enforceable enactments governing their activi- 
ties within the established procedures and requirements. 








Article 12. (1) The small~ and medium-sized enterprises repay the borrowed 
funds and bank credits in leva, in utilizing the total profit (without the 
amounts for the fund for sociodomestic and cultural measures, the interest on 
working capital credits, insurance, duties and the wage fund) and the turnover 
tax from the production of the built capacity over the period up to the repay- 
ment time stipulated by the approved technical and economic study and by the 
credit agreement. 


With a shortage of profit and turnover tax envisaged in the technical and eco- 
nomic study from this capacity, the provided borrowed funds and the credit 
along with the interest are repaid on the stipulated date from the Fund for 
Expansion and Technical Improvement or, if necessary, from other investor 
sources. 


Article 13. (1) The small- and medium-sized enterprises repay the borrowed 
funds and credits in foreign exchange from their foreign exchange earnings from 
the financed measure. 


(2) With a shortage of the planned foreign exchange earnings in the technical 
and economic study or when there are no plans to export the product produced by 
the small- and medium-sized enterprises, the borrowed funds are repaid from the 
Foreign Exchange Fund of the investor. 


(3) With the discontinuing of imports, the borrowed funds and foreign exchange 
credits are repaid from the import limit calculated in the foreign exchange plan 
of the nation. 


Article 14. (1) The small- and medium-sized enterprises do not receive state 
(obligatory) plan quotas with the exception of quotas for foreign exchange 
earnings and a foreign exchange balance. Within their capacity they themselves 
on a contractual basis determine the type and quantity of product which will be 
produced in accord with consumer demand, the available resources and market con- 
ditions, including also from the additional importing of material resources and 
through short-term foreign exchange credits. 
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(3) The limits for the necessary resources of the small- and medium-sized en- 
terprises, including raw products, materials, fuel, energy, scarce machinery and 
equipment and foreign exchange for imports from the socialist countries, within 
the limits of the planned indicators of the technical and economic study are 
provided according to the established procedure. 


Article 15. (1) For the products produced by the small- and medium-sized enter- 
prises, the competent bodies can set prices following the procedure for tempo- 
rary prices (according to the international selling prices) which are in effect 
for a period of 2 years after the small- and medium-sized enterprises have be- 


gun operating. 


(2) The efficiency of the projects is determined on the basis of the prices 
under the previous paragraph. 











(3) The Bulgarian Industrial Economic Association can employ as a source of 
money for funds that portion of the profit formed as the difference between the 
temporary and regular prices for the new products reduced by the corresponding 
trade rates in selling the commodity stock over the period the temporary prices 
are in effect. The amount of these reductions is to be determined by agreement 
between the Bulgarian Industrial Economic Association and the investor of the 
small- and medium-sized enterprises. The funds created in this manner are to 
be used as a source for financing highly efficient smail- and medium-sized 
enterprises. 


Article 16. The organization of productior, labor and management is carried out 
as follows: 


1. Om the basis of a shopless structure and the brigade organization of labor; 


2. On a basis of the ubiquitous application of the combining of jobs and posi- 
tions, multiple machine tending, advanced experience and so forth. 





Article 17. (1) The individual salaries of the leading personnel and special- 
ists in the small- and medium-sized enterprises are to be set personally by the 
collective management body without observing the category requirements, with 
the exception of the first category requirements. 


(2) The amount of the personally determined wages is not guaranteed. These are 
made within the earned money for wages and depending upon the evaluation of 
personal contribution, without a guaranteed minimum. 


Article 18. The filling of positions and the appointing of management person- 
nel and specialists in the small- and medium-sized enterprises as a rule are 
done by competition. 





Article 19. (1) During the period of construction and starting up production 
capacity, the wages of the management personnel and specialists in the small- 
and medium-sized enterprises are made directly dependent upon observing the 
dates for completion and the results of reaching designed production capacity. 


(2) With the nonfulfillment of the quotas for completion and reaching design 
capacity at the stipulated time after the lapsing of this time and until the 
fulfillment of the quotas, only 80 percent of the salaries is paid to the man- 
agement and specialists. 


Article 20. (1) The length of employment of specialists with scientific de- 
grees and titles in the small- and medium-sized enterprises built under this 
ordinance under the Bulgarian Academy of Sciences, scientific organizations, 
scientific research institutes, institutions of higher learning and other sci- 
entific institutions is considered as a period of employment in science. 


(2) Specialists (including qualified and nonqualified persons) envisaged in the 
previous paragraph can be permitted, under the procedures of Article 58 of the 
Labor Code, to take an unpaid leave for working in the small- and medium-sized 
enterprises, in keeping their staff positions in the appropriate scientific re- 
search institutes, institutions of higher learning, the Bulgarian Academy of 
Sciences and other scientific institutes. 
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(3) Specialists (qualifiec and nonqualified persons) working in the institutes 
and organizations designated in the previous paragraph can also be hired for 
holding two jobs under the procedures of Article 74 of the Labor Code at the 
small- and medium-sized enterprises established under their systems. 


Article 21. The resources including fixed capital, labor force and so forth of 
the small- «nd medium-sized enterprises, with the agreement of the economic 
council, can be employed for training and scientific research purposes under 
the condition that the economic indicators of the small- and medium-sized enter- 
prises do not deteriorate. 


Article 22. (1) Over the period after the 2 years subsequent to retiring the 
credits, the difference between the foreign exchange result from exports and the 
foreign exchange due the small- or medium-sized enterprise, according to Arti- 
cle 173, Paragraph 1 of the Regulation Governing the Economic Mechanism, is 
transferred to the funds of the Bulgarian Industrial Economic Association. 


(2) After stopping or reducing the imports over the period after the 2 years 
from the repayment of the foreign exchange credits, a foreign exchange bonus is 
set in an amount of 30 percent of the volume of the saved foreign exchange. 
This bonus is distributed as follows: 


1. Up to 60 percent for the producer enterprises; 


2. Up to 40 percent for the consumer enterprises distributed between the con- 
sumers proportionally to the volume of materials and articles purchased by 
them and which were the object of the cancelled imports. 


(3) Upon a decision of the collective management bodies, the small- and medium- 
sized enterprises can turn over to the funds of the Bulgarian Industrial Eco- 
nomic Association a portion of the foreign exchange owed them from the Foreign 
Exchange Fund under the conditions and following the procedures of Article 187 
of the Regulation Governing the Economic Mechanism. 


Article 23. The foreign exchange in the funds of the Bulgarian Industrial Eco- 
nomic Association can be used as borrowed funds for building small- and medium- 
sized enterprises without limit restrictions. 


Article 24. (1 The Interdepartmental Expert Technical and Economic Council is 
responsible for the technical development and economic effectiveness and for 
observing in the plans the requirements of the corresponding enforceable enact- 
ments, standards and norms. 


(2) The members of the Interdepartmental Expert Technical and Economic Council 
and reviewers ["retsenzent"] bear disciplinary, property and administrative 
liability for the incorrect, incomplete and insufficiently studied information 
as well as for the proposing and employment of unsuitable production methods 
and other ineffective decisions according to the Labor Code, and respectively 
according to Articles 169 and 170 of the Law Governing Territorial and Conurba- 
tion Organization and according to the proceedings of the Law Governing Admin- 
istrative Violations and Punishments, if their actions are not crimes. 
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Additicaal Provisions 


$1. The small- and medium-sized enterprises in the agriculture sector are to 
apply the Ordinance Governing the Specific Rules of the Economic Mechanism in 
Agriculture as well as this crdinance. 


Concluding Provisions 

$2. The instructions to apply this ordinance are to be issued by the minister 
of finances with the approval of the chairman of the State Planning Committee 
and the chairman of the Bulgarian Industrial Economic Association. 


3168 
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BULGARIA 


POLITBURO MEMBER BOZHINOV DWELLS ON DEVELOPMENT OF METALLURGY 
Sofia IKONOMICHESKI ZHIVOT in Bulgarian 5 Sep 84 pp 1, 3 


[Article by Todor Bozhinov, member of the Politburo of the BC? Central Committee, 
deputy chairman of the Council of Ministers and Minister of Energy and Raw 
Material Resources: "The Metallurgy of Socialist Bulgaria”) 


[Text] The creating of the material and technical base for a developed social- 
ist society in Bulgaria has been inseparably linked with the creation of a 
sound energy and raw material base. Only under these conditions have we been 
able to guarantee stable development rates for the other sectors of the national 
economy. For this reason, immediately after the victory of the socialist revo- 
lution, one of the basic problems which the nation setting out on the path of 
industrialization had to solve was the problem of energy, raw products and 
materials. The question of metals was also particularly acute. 


The Beginning 


For this reason at the very first post-revolution party forum, the 5th BCP 
Congress, the leader and teacher of the Bulgarian people, Georgi Dimitrov, set 
the task of establishing domestic metallurgy. Here commenced the first stage in 
the development of our own metallurgical industry, a stage during which its 
bases were established. The metallurgical capacity created in Pernik and 
Kurdzhali at that time had the meager task of satisfying the most urgent de- 
mands of the nation for ferrous and nonferrous metals. 


The second, qualitatively new stage began after the historic April Plenum of the 
BCP Central Committee which worked out a national conception for the accelerated 
development of ferrous and nonferrous metals production based on the full utili- 
zation of our ore resources. This strategic conception was additionally concre- 
tized at each subsequent BCP congress and the other party forums. It was a 
stage of rapid extensive development of our metallurgy. During the period since 
1956, we have built and put into operation such major mining-processing and 
metallurgical capacity for the scale of our country as: the Gorubso [Russian- 
Bulgarian] MOK [mining-processing complex], the Burgaski medni mini [Burgas 
Copper Mines] MOK, the Medet MOK, the L. Brezhnev SMK [Economic Metallurgical 
Combine] in Kremikovtsi, the G. Damyanov MDK [Copper Mining Combine] in Sredno- 
norie, the D. Blagoev SKTsM [?State Combine for Nonferrous Metals] in Plovdiv, 
the S. Stamenov SKOA [expansion unknown] in Shumen and others. A number of 
metallurgical enterprises was expanded and reconstructed, including: the 
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V. I. Lenin SMK in Pernik, the D. Ganev SKOTsM [?State Combine for the Process- 
ing of Nonferrous Metals] in Sofia, the G. Dimitrov OTsZ [lead-zinc plant] in 
Furdzhali, the Zhiti [Wire] Plant in Ruse and others. 


As a result of the farsighted and consistent policy of the BCP, in a brief 
historical period Bulgaria was turned from a nation without any metallurgy to 
ranking among the metallurgically-developed states. In his congratulatory 
speech on the occasion of the starting up of the 1700 hot rolling mill at the 
L. I. Brezhnev SMK on 5 November 1972, Comrade Todor Zhivkov stated: “We Bul- 
garians, calmly, with a feeling of dignity and justified contentment, can say 
that our country has a fully modern and up-to-date metallurgy as would any 
country which wishes its name to be said with respect." 





Regardless of th. ..-: that our nonferrous and partially ferrous metallurgy 
operate with ores having the lowest metal content in world metallurgical prac- 
tice, during the 1956-1980 period remarkable advances were made. The produc- 
tion of ferrous and nonferrous metals grew steadily. The assortment was broad- 
ened and the quality of the products increased. 


In 1980, iron production reached 1.56 million tons, steel was 2.52 million tons, 
and rolled ferrous metals 3.19 millions tons. In terms of the per capita out- 
put of lead and zinc, our nation holds one of the first places in the world. 
Production of copper, precious and other nonferrous metals has increased by 
several-score-fold in comparison with 1957. 


In the period up to 1980, ferrous metallurgy began producing the metal products 
essential for the national economy such as tin plate, galvanized corrugated 
iron, plastic covered sheet iron, large-diameter steel pipe for gas lines, 
steel wire and cable, shaped products and others. At present, we produce over 
80 types of steel and around 2,500 shaped and rolled products from ferrous 
metals. 


Modern Production Methods 


While in the initial years an insignificant part of the nonferrous metals was 
converted into semifinished and finished products, by the end of the 1970's 

100 percent of the copper, around 50 percent of the lead and around 30 percent 
of the zinc were turned into rolled products and articles. In addition to the 
basic nonferrous metals (copper, lead, zinc, bismuth and cadmium) and various 
alloys made on a copper, zinc and aluminum base, nonferrous metallurgy also 
began to produce significant quantitites of chemicals (sulfuric acid, zinc sul- 
fate, enamel, red lead and zinc white), as well as a number of superpure metals 
and semiconductor compounds. 


In ore mining, there was predominant development of the open-pit method for 
working the deposits and from these we presently obtain around 70 percent of 
the total ore output. The open-pit mines were equipped with powerful excava- 
tors, heavy dump trucks and drills which provided for the carrying out of min- 
ing work with high technical and economic indicators. In the underground mines 
self-propelled equipment was widely introduced and the use of modern drilling 
equipment was broadened as a result of which the productivity of a worker on 
the mining face has increased by several-fold. 
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The metallurgical plants have introduced highly productive production processes. 
Some of them, such as a method for a protective covering on electrodes, for re- 
fining copper from arsenic, antimony and tin in the conversion process, for re- 
verse electrolysis of copper and zinc and others, are the doing of our scientif- 
ic workers, engineers, designers and innovators. 


On the basis of all of this, the quality indicators of the sector also improved 
rapidly. In comparison with 1960, productivity per production-industrial worker 
had increased by 4.5-fold in 1980 while profitability over the same period 
doubled. Material expenditures per unit of produced product declined. The 
struggle for the savings of raw materials, fuel and energy became a daily task 
for the labor collectives and workers in the sector. 


We now satisfy 70 percent of the nation's requirements for rolled ferrous metals, 
and if we add the amount of metal received from the socialist countries, the 
figure is over 70 percent. At present, we fully satisfy our needs for lead and 
zinc, 98 percent for copper, 91 percent for rolled heavy nonferrous metals, and 
100 percent for rolled aluminum and a broad range of chemical and other types of 
products. 


All these noteworthy results are due to the farsightedness of the April Line of 
the BCP for developing our own metallurgy, of the unstinting labor by our people 
as well as the inestimable and diverse Soviet aid. Bulgaria began to establish 
a significantly large metallurgical base without possessing rich raw materials 
and suitable coking coal and for this reason relied on the powerful Soviet metal- 
lurgical base. By the roads of friendship our nation each year ships in 1.8 
million tons of coal for producing coke, 1.5 million tons of iron ore, 1.5 mil- 
lion tons of ingot and slab steel, significant amounts of manganese ore and 
ferroalloys. 


The basic metallurgical combines are the work of Soviet technical thought and 
have been built with Soviet equipment. At present, the modernization and recon- 
struction of individual types of production are being carried out following 
Soviet plans and with Soviet equipment and machinery. 


Confronted With New Tasks 


The third stage in the development of our metallurgy commenced after the 12th 
BCP Congress. The congress worked out the main directions and ways of develop- 
ment for the productive forces in our nation during the stage of building a 
developed socialist society. On the basis of the ideas set out in the report of 
the general secretary of the BCP Central Committee, Comrade Todor Zhivkov, in 
its resolution the congress stated: "In further developing the April socioeco- 
nomic policy of the party, the 12th Congress has set the task of converting from 
extensive to predominantly intensive development of the national economy." This 
decision demands even by the end of the current five-year plan that a qualita- 
tive change be made in metallurgical production. The task now is, with compara- 
tively lower growth rates for production, to provide maximum satisfaction of the 
nation's needs for metal in terms of quantity, quality and assortment by increas- 
ing the degree of integrated and complete processing of the metallurgical raw 
materials, the volume of produced high-quality metals and alloy, raising the 
share of metal articles and products with finish processing. On this basis the 
efficiency and profitability of the sector will be improved. 
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The carrying out of such a conm- 
plex but highly respectable task 
requires the use of a comprehen- 
sive approach. The solution must 
be sought in the most efficient 
introduction of the achievements 
of scientific and technical prog- 
ress on a basis of building new 
production capacity as well as 
further reconstructing and modern- 
izing, by utilizing progressive 
production methods and modern mech- 
anized and automated equipment, 
developing qualitatively new 
materials and updating the produc- 
tion structure. 




















Basic Products of Ferrous Metallurgy What more specifically is being 
(in thousand tons) done and is to be done in this 
regard? Let me take up only a 

few of the basic problems. 


In the first place, the modernizing of capacity. We are in the process of carry- 
ing out an extensive plan for reconstructing and modernizing the capacity in 
ferrous and nonferrous metallurgy. Here the characteristic feature is that we 
are converting to modern progressive methods for producing them with the concen- 
trating of significant labor resources at the given project over a short period 
of time. After carrying out good preliminary preparations, these production 
methods provide an opportunity to utilize large capital investments in a short 
period of time, avoiding the dissipating of the material and labor resources and 
observing the completion times. 


In carrying out major overhauls on large metallurgical units, the compulsory re- 
quirement is being introduced of modernizing them at the same time. As examples 
of this we might mention in 1982 the major overhaul with reconstruction and 
modernization of one of the blast furnaces and the hot-rolling 1700 mill at the 
L. I. Brezhnev SMK. As a result of this their productivity and the quality of 
the product improved. 


Secondly, for raw materials. In ferrous metallurgy we intend to increase the 
share of local raw materials on the basis of the integrated use of the ore from 
the Kremikovtsi deposit. The studies of Bulgarian and Soviet scientific insti- 
tutes on this question have entered the phase of industrial testing. The ex- 
plored reserves of manganese ore in the area of Obrochishte in Tolbukhin Okrug 
and the results obtained from the semi-industrial testing carried out provide 
grounds for preparing the plans and building a major mining-processing and 
metallurgical combine for the production of manganese ore and manganese ferro- 
alloys not only for our requirements but also for the other CEMA member coun- 
tries. In the longer run there is the question of developing the Dobruzha 
Deposit of coking coals. 
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In nonferrous metallurgy, comprehensive geological prospecting is being broad- 
ened and this involves the contouring and study of a number of deposits of ores 
and nonferrous metals. We are preparing to introduce hydrometallurgical and 
other methods for their mining in order to process them comp'etely and fully 
utilize the valuable components. 


Thirdly, for high-quality metals. In ferrous metallurgy there is the main 
task of increasing the production of rolled products an? articles from high- 
grade and special steels in the aim of reducing the metal intensiveness and in- 
creasing the quality of construction and machine building products. This will 
be carried out on a basis of widely producing refining methods in steel casting 
production, reconstructing the existing capacity and building new, specialized 
capacity for rolling predominantly high-grade steels such as the 300 mill at the 
SMK in Burgas, for hot-treated steels such as the 300 mill at the SMK in Burgas 
and the thermosizing shop at the V. I. Lenin SMK in Pernik. Even in 1985, the 
share of high-quality steels will reach around 35 percent of the produced fer- 
rous metals. 


In nonferrous metallurgy, this problem has a different aspect. Here the main 
thing is to introduce new production ideas at the metallurgical plants which 
would increase the productivity of the units, the degree of extracting the base 
and subsidiary components and increase the number of produced metals. The in- 
troduction of ion-exchange extraction technology will make it possible this year 
to begin producing molybdenum and rhenium products from nonstandard concentrates. 
Autogenous methods for processing sulfide concentrates which will be introduced 
in 1987 at the G. Damyanov MDK in Srednogorie, after completion of its recon- 
struction and expansion, will provide an opportunity to increase copper extrac- 
tion by 3 percent and sulfur extraction by 25 percent. Fundamentally new pro- 
duction methods are to be introduced in the production of lead and zinc. These 
will make it possible to begin the output of paladium, tellurium, cobalt, nickel 
and others. The number of extracted metals in following years will rise from 

12 to 16. 


Fourthly, for the product assortment. Here two paths will be followed. The 
first is to extend as much as possible the degree of plastic working of the 
metals in the aim of sharply expanding production of highly efficient types of 
shaped and flat rolled products and pipe. Along with this, at the large metal- 
lurgical plants such as the L. I. Brezhnev SMK, the V. I. Lenin SMK, the D. Ganev 
SKOTsM and others, with certain additional equipping of the production areas, 
production will be organized for stock, finished products and pieces for machine 
building, construction and other national economic sectors, including: shaped 
pieces for robotics, nipples, hollanders, axles, shafts, parts for telephone 
equipment, bushings for plain bearings and so forth. 


The second way is to establish, develop and produce new materials which up to 
now have not been in the range of our metallurgical plants. This is a question 
of new types of steels (stainless, electrical-sheet and tool), new types of 
alloys from nonferrous metals (phosphorus, beryllium and aluminum bronzes, 
copper-nickel and copper-zinc alloys), new types of ferroalloys, inoculants, 
semiconductor metais and compounds and so forth. This will increase the compet- 
itiveness of the metallurgical products and will make it possible to reduce the 
share of imports. 
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Fifthly, for the production structure. Over the next few years, along with 
major capacity in the sector, preference will also be given to building a nun- 
ber of small enterprises for producing low-tonnage metallurgical products and 
these will operate with high productivity and quality on the basis of automated 
production methods. These enterprises will be specialized in small series 
which will be carried out according to the orders and requirements of the con- 
susers. The elaborated program envisages in the sector's system the setting up 
of small enterprises for producing: barite concentrate, barium, cobalt and 
manganese salts, special ferroalloys, fluxes, sheets of ferrous and nonferrous 
metals, cold-bent shapes, metalized paper and others. The basic requirement in 
establishing such enterprises is their high profitability. 


This briefly is a review of what has been done in the area of ferrous and non- 
ferrous metallurgy during the 40 years of socialist development. Our people 
can rightly be proud of what has been achieved. At the same time, we are aware 
of what enormous creative work remains to be done. There is no doubt that the 
party's decisions to further develop ferrous and nonferrous metallurgy along 
intensive lines will be realized in the deeds of our metallurgical workers, 
miners, processors, construction workers and installers, by our glorious work- 
ing class, by all our working people, the builder of a new, socialist Bulgaria. 
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NEW TYPE OF LOCALLY iWILT SHIPS DESCRIBED 
Sofia VOENNA TEKHNIKA in Bulgarian No 8, 1984 pp 10-11 
[Article by Engineer Milko Vulchanov: "400-Container Containership"™] 


{Text} At the beginning of 1982 the first containership for 400 12-ft (6.1-m) 
containers, the “Simon Bolivar," was handed over to the Soviet Union for opera- 
tion. The containership war designed at the Varna Shipbuilding Institute and 
built at the G. Dimitrov KK [Korabostroitelen Kombinat; Shipbuilding Combine]. 


The ship is a single-screw single-deck cellular type with six cargo holds, with 
@ long forecastle and poop, double sides, side thruster, transom stern and bulb 
bow. The superstructure for living quarters, navigation bridge and engine room 
are located aft. The ship is driven by a slow-speed diesel engine with direct 
drive of a fixed-pitch propeller. 


It is designed to transport 1S and 1A type (international standard) containers, 
as well as 8.5-ft (2.58-m)-high containers. It can transport up to 64,000 re- 
frigerated containers. fForty-foot (18.2-m) containers can be transported in 
the No. 3, 4, 5 and 6 holds. 


Navigation region: unlimited, including navigation behind an icebreaker, as 
well as independent navigation in finely broken ice under light ice conditions. 
Operating range: 1000 nautical miles. Cruising capacity: in respect of pro- 
visions, 60 days; in respect of fresh water, 30 days. 


In the superstructure there are furnished quarters for 35 persons accommodated 
in 33 cabins. 


Basic Characteristics 


Maximum length 148.66 a 
Length between perpendiculars 136.00 o 
Breadth 21.00 o 
Height of side 10.90 a 
Summer draft 7.65 o 
Summer-draft deadweight 9141 tons 
Ship speed under summer draft and 

at propeller speed of 140 rpm 18.2 kn. 
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Capacity 


Container capacity of holds 240 
On deck in two tiers 172 
On deck in three tiers 250 
Total container capacity vith two 

tiers on deck 412 
Total container capacity with <hree 

tiers on deck 490 


Ship Type, Regulations and Conventions 


The ship with its machinery plant ond all its equipment is des in confor- 
mity with the USSR Register of Shinping and is classed as a. Al (con- 
tainership). 


The ship conforms to the International Convention for the Safety of Life at Sea 
(1974) and the 1978 Protocol, the International Convention for the Prevention 
of Pollution of the Sea by Oil, the Regulations for Navigation through the 
Suez, Panama and Kiel Canals and the St Lawrence and Great Lakes Seaway, as 
well as to other binding internoitional regulations and conventions. 


Hull 


The ship's hull is an all-welded structure with a mixed framing systen--longi- 
tudinal for the bottom, inner bottom, deck, side and longitudinal bulkheads: 
and transverse for the other parts of the main hull and superstructures. The 
construction of the bottom ensures free access to all sections of the double- 
bottom space and has the necessary strength and sufficient volume. In the re- 
gion of the hold section two longitudinal bulkheads separate the cargo compart- 
ment from the side sections. 


Cargo-Carrying Equipment 


The ship is supplied with steel, water- and gastight hatch covers of the “Pon- 
toon" type. Type 1S and 1A containers can be transported in tiers three high 
on the hatch covers. The strength of the hatch covers is designed for tiers of 
containers two high, with a weight of 20 tons per container. 


Ship Systems 

The ship is provided with the following systems: drainage, ballasting, fire- 
fighting and sanitary, an artificial microclimate system, air conditioning sye~- 
tem, steam-heating systen, refrigeration system, etc. 

The ship is equipped with the most up-to-date navigation aids such as radar (two 


sets), direction finder, navigation receiver (two sets), gyrocompass, naviga- 
tional echo sounder, electronic induction-type log, navigation console, etc. 
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Machinery Plant 


The main engine is a two-cyc!e« reversible diesel, type 6D KRN 67/140-4 under 
license from the Burmeister and Wein firm, with maximum output of 7500 kw and 


speed of 140 rpa. 


Electric power for the ship is provided by three main diesel generators, *ach 
and one emergency diesel generator with output of 112 kw. 
driven by four-cycle engines, type SA 25/30, with output 

750 rpm. The emergency engine [sic] is driven by a four- 

of 120 kw cod speed of 1000 rpa. 


On board ship the following voltages are used: 


3 = 369 V; 53O He-—main voltage of ship's system and power supply for power con- 
sumers; 


220 ¥V, 50 Hz--power supply for illumination of some radio navigational and other 
instruments; 


12 V; 53O Hz for portable repair i) lumination; 
24 V--direct voltage. 


The necessary amount of steam is produced by an auxiliary vertical vater-tube 
boiler with steam output of 2500 kg/hr at pressure of 70 MPaand « heat-recovery 
water-tube boiler with steam output providing steam needs under the ship's run- 
ning conditions and at pressure of 70 MPa. 


Automation 


The amount and degree of automation of the propuleion-machinery plant meet the 
requirements of the USSR Register of Shipping for an Al automation mark, which 
means operation without « watch in the engine room and TsePU [teentralniya post 
za upravilenie; central control room). 


For all systems with remote and automatic control the possibility of local con- 
trol is provided. For all mechaniems which are controlled automatically and re- 
motely by the TePU, the possibility of monitoring the execution of given com 
mands is provided. 


The number of measured and signaled parameters is in conformity not only with 
the requirements of the classification organizations, but also with the recom- 
mendations of the producers of the main engine and auxiliary machinery. 


With this ship Bulgarian shipbuilding has become one of the pioneers within 
CEMA in building containerships of this class. 
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CZECHOSLOVAKIA 


HEALTH CARE AT SKODA WORKS REVIEWED 
Prague TRIBUNA in Czech 15 Aug 84 pp 4-5 
[Article by Marie Zverinova: "They Care for a ‘City’ of Patients"] 


[Excerpt] A group of deputies, most of whom are members of the chambers’ 
health and social committees, learned in great detail about the work and 
conditions of the ZUNZ [Plant Public Health Institute] at Skoda, where 406 
health workers, of whom 26 are plant physicians and 150 operational 
employees, care for the 43,000 workers of the enterprise. 


The enterprise expends Kcs 12.6 million annually for health care, which 
includes internal medicin:., surgery, gynecology, orthopedics, an 
anesthesiological-resuscitation department, rehabilitation, a department of 
clinical biochemistry and a patient recovery unit. They are preparing the 
construction of a polyclinic which will “swallow up" some Kcs 180 million. 


The Plant Public Health Institute offers its care not only to Skoda 
employees but also to those who devoted part of their productive years 

to this largest city enterprise. Among ZUNZ patients there are also plenty 
of those who never had the winged shaft [Skoda logo] in their identity 
papers. The plant institute thus helps out the city since it takes over 
some of its sick people. “People are very much interested in treatment 
here. If we were to ‘open the gates’ we would not have enough capacity," 
said the institute director, Dr Josef Kraus. 


According to the figures contained in a report which the institute 
administration gave the deputies for study in advance, the ZUNZ treats an 
additional 3,000 patients. And it cannot handle all the requests for 
spaces in the obstetrics department of the plant polyclinic. 


The doctors not only take care of patients who come in with some kind of 
ailment but also offer preventive care to young workers as well as those 
whose health is threatened; for example, to prevent infarction the 
enterprise has a swimming pool and gynmasiun. 


Many realize that it is not just a matter of sick leave and reducing the 


consequences but also shortening the time necessary for treatment and 
examination. The situation here is somewhat eased because of the 
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concentration of medical care since, without exception, patients today 
must go through almost half the city to get to the doctor. Nevertheless, 
the waiting period for a special examination is short, compared with other 
health facilities, thanks to a sufficient number of doctors, which is also 
due to the enterprise management and the union organization with its social 
provisions (there is enough housing and doctors enjoy all the rights and 
benefits of employees). The wait for neurological or psychiatric 
examination is a maximum of 1 week, for alli other departments no prior 
appointment is necessary. 


Every day 1,700 persons are absent from their jobs at Skoda. They are 
on "sick leave". However, inscribing the magic phrase ‘sick leave' also has 


its dangers. 


In spite of the fact that Skoda is greatly reducing the amount of sickness 
in the city, the development of sick leave at work cannot be called good. 
According to the views of the head review physician, Dr Vlastimil Vaverka, 
it depends on both parties, the doctor and the patient. 





It is the doctor who gives the phrase--he decides, so he must know why. 

It is up to him to discern whether the condition of the patient is such 
that he cannot carry out his duties. All doctors are not alike. They 
differ not only in professional knowledge but also in their approach and 
responsibility toward their work and their enterprise. The quality 

of their judgments--especially if certain doctors’ sick permits are on the 
rise--must, therefore, be checked out. The physicians’ review commission 
also cooperates with the union organization and with the appropriate plant 
management. And in case the increase in sick leave is not justified, 

the doctor is disciplined. 


There is another aspect to this, however. There are, in effect, patients, 
and also so-called "patients." And it is up to the doctor to distinguish 
between them. There was even a scientific study made which showed the 
relationship between sick leave and age--most sick leave is taken by young 
people up to 35 years old, the least by those in their 60's. Then another 
study says that those who have been employed in the enterprise for a short 
time--up to 2 years--are seldom sick, those employed from 2 to 5 years have 
above average sickness and after that the figures are average. According 
to the head of the social development, Vaclav Fiala, PhD, almost all 
enterprise employees fall into this pattern. 


An analysis of the causes for sick leave is made four times a year. Among 
the reasons are those that must be of concern to the management of the 
enterprise and union, party and youth organizations. They can be summarized 
in the words “working and living conditions of the workers." Why? 

Obsolete operations are no longer suitable for health reasons--there are 

over 6,000 risky and doubly dangerous jobs at the Skoda Works. People 

work under high temperatures, in an unhealthy environment with irritating 
substances. And this also has a great influence on the inception of certain 
diseases. Why, there are even cases where workers handle imported insulating 
materials for which the manufacturers do not give the composition. 
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"Come back for a checkup in a week," sometimes maybe 2 weeks, 3, or a month. 
So during that time what is the patient supposed to do? The doctor has 
prescribed bed rest, medication, except that... 


Dr Veverka said this quite clearly during a meeting with deputies of the 
Federal Assembly: “The percentage of ‘catches’ is constantly rising-—-that is, 
those patients who do not observe the health regulations." 


After 70 years the Ministry of Health has instituted supervision of medical 
care again. Although at the time it was considered an anachronism, a step 
backward, the result has been a marked reduction in sick leave. The reasons 
all obvious. The loafers stopped being sickly, as did those who confused 
sick leave with annual leave, a time to take care of various things, to help 
a neighbor or a friend with his buiiding, and other such “patients." 

The doctor is not always able to detect such dishonest intentions of 
people--but just the same, some notorious malignerers "gave themselves up." 
They stopped trying to fool the doctor. 


The discovery of abuses in the health care system is, according to available 
information, twice as great among country patients as those living in Plzen. 
Rural workers apparently rely on their remoteness (limited fuel also plays 

a part here), and they also have greater opportunities--persons with 
construction skills, especially, are greatly sought after and highly overpaid. 


The benevolence of union bodies also helps make this possible, since they 
seldom enforce the payment of penalties against those caught. During last 
year, 731 such patients were detected in the course of 8,000 visits. The 
National Insurance Commission applied only 402 penalties. In one of these 
cases the fine was only 81 korunas, which a moonlighting builder can earn 
in a very short time, so that actually this kind of "work sickness" pays off. 





The situation is improving this year. Penalties were applied in 65 percent 
of the cases in the first quarter, and the amount of the penalty has reached 
over Kes 100. Nevertheless, there is still much room for improvement in the 
work of the National Insurance Commission. "Patients" must not think that 
they can get away with everything, that they can use sickness as a source 

of easy earnings. 


Meetings, inquiries, detailed reports and the visit to certain new health 
facilities of ZUNZ at Skoda in Plzen showed that, besides outstanding 
results in health and preventive care in this largest of West Bohemian 
enterprises, there are also many problems. For the time being, preventive 
rehabilitation is financially untenable, although the enterprise owns 

a rehabilitation center in Letiny, but that is far from adequate. A mere 
130 vacation beds for the enterprise is also not a very flattering figure 
for such a colossus as Skoda, even though individual plants have their own 
vacation opportunities. To improve the situation, new vacation facilities 
will be built in Zelezna Ruda and in Marianski Lazne. 


The rather poor development of workers’ sick leave is forcing the enterprise 
to take several measures. One of these is a monetary incentive to reduce 
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the level. And so, for example, accident-free time is included in the 

bonus schedules of industrial managers, it is part of the evaluation of the 
work of socialist work brigades, a competition for accident-free work areas 
has been announced and, finally, penalties were substantially increased for 
failure to adhere to safety provisions and evading or violating regulations. 


The ZUNZ at Skoda is a somewhat exceptional organization. It takes care 
of the sizable “city" of patients. Members of the Federal Assembly could 
see only part of it and hear only the basic facts during their survey. 
Nevertheless, it showed that such actions as the deputies’ investigation, 
in addition to independent topical meetings, are beneficial for both sides. 
They did not talk only about successes, there was quite candid criticism 
wherever warranted. Thus this action was actually able to enrich both 
sides. 
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CZECHOSLOVAKIA 


STEEL PRODUCTION MODERNIZATION, SAVINGS POTENTIAL VIEWED 
Prague PLANOVANE HOSPODARSTVI in Czech No 7, 1984 pp 8-14 


[Article by Eng Jan Kubasek, State Planning Commission: “Steel Production 
Modernization and Potential Savings” |] 


[Text] With its advanced machine building capability, Czechoslovakia belongs 
among the industrially advanced countries. It also has a per capita steel 
output that is among the highest in the world. Ferrous metallurgy is, 
however, a very materials- and energy-intensive sector which, given the 
constant rise in the prices of raw materials and fuels, is now causing 
substantial difficulties for our national economy. This fact is forcing, 

and indeed mobilizing, the research and development and technical-managerial 
base of all countries to search for potential material and energy savings 
throughout the metallurgical cycle. 


Steel mills, even though they are not first on the list in terms of energy 
consumption or metal loss, nevertheless hold the potential for substantial 
savings. One of the significant factors in this regard is the actual 
production process that they employ. For this reason, the time has come 
to devote our attention to the development of steelmaking processes. 


Development in the Structure of Steel Mill Procedures Worldwide and in the 
CSSR Since 1954 


Just as the earlier discovery of the open-hearth furnace influenced 
steelmaking for a long time, so did the invention of the top-blown oxygen 
converter some 30 years ago signal beginning of the active development 

of alternative oxygen converter processes. 


These individual steelmaking techniques have accounted for the following 
percentages of world and Czechoslovak output since 1954: 


[see table, next page|] 
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1954 1964 1970 1980 


world CSSR world CSSR world CSSR world** CSSR 

















Open-hearth 78.4 82.9 64.7 83.7 42.2% 53.3 24.0% 33.4 
steel 

Tandem steel - - - - - 15.0 - 27.9 

Basic Bessemer 11.0 4.9 8.8 2.8 4.1 2.0 - - 
steel 

Electric steel 30D S— Bee 12.5 i23-$ 14,1 11.7 21.0 12.8 

Other steel 2.4 = 0.9 - 0.5 _ = and 

Converter steel 0.3 - 13.1 ~ 39.9 18.0 56.0 25.9 


Notes: * includes about 2 percent steel from tandem furnaces 
** calculations based on incomplete data 


This overview clearly shows the sharp decline in the percentage of steel 
produced in open-hearth furnaces and the rapid increase in steel production 
with oxygen converters. There is a simple reason for this. Open-hearth 
furnaces have their advantages. These include the size of the melts and the 
potential for processing up to 80 percent steel waste. For these reasons 
they remained the basic production installations throughout the world until 
the development of oxygen converter. Despite continual modernization and 
improvement, open-hearth furnaces continue to be less efficient than oxygen 
converters and are therefore being gradually phased out. 





The converter process has many advantages over the open-hearth. These 
include lower investment intensiveness, easier maintenance of entire 
facilities, high labor productivity, better working conditions, and high 
quality of the steel that is produced. The most important advantage, however, 
is subs‘antially lower materials- and energy-intensiveness. Specifically, 

at the ,resent time the standard consumption of metal-bearing charges per 

ton of converter steel averages 40 kilograms less than for open-hearth steel, 
and the ‘vel and energy consumed per ton of produced steel during the 
converter process, when calculated as standard fuel, is as much as 100 
kilogram less. 


Converter c2velopment worldwide, moreover, is far from finished, and there 
is good reas>n to expect that savings of metal and energy with this modern 
process will continue to grow. 


The development of CSSR steel production from 1954 to 1980 is somewhat 
different from worldwide trends. Our lower percentage of steel produced with 
oxygen converters occurred because of the startup of our largest open-hearth 
steel mills at the Trinec Ironworks of the Great October Socialist Revolution 
[TZ] and the Kuncice New Metallurgical Works of Klement Gottwald [NHKG] 
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in 1952-1953. These steel mills provided the necessary increase in steel 
output for new rolling mills. Later on, the need to rebuild the NHKG in 
Kuncice and the very costly construction of the Kosice Metallurgical Combine 
resulted in the postponement of the construction of the first steel mill 
with oxygen converters at the Ostrava division of the Vitkovice Klement 
Gottwald Ironworks, [VZKG], which had been started early in the Third 5-Year 
Plan. That steel mill had been intended to replace the existing open-hearth 
furnaces. 


For these reasons the first completed converter steel mill, with three 
120-ton converters and an annual capacity of 2.2 million tons of steel, 
began operations in 1966 at the East Slovak Ironworks [VSZ] in Kosice. 
For that period it was a very sophisticated steel mill, which reached its 
projected output capacity after 4 years of operation. 


In the meantime, at the Ostrava metallurgical enterprises the requisite 
upgrading of steel production was achieved by rebuilding the low-efficiency 
tilting open-hearth furnaces as tandem furnaces. These were put into 
production beginning in 1967 and resulted in increased labor productivity, 
increased output, and a substantial decrease in fuel consumption. Even though 
this program made steel production there more efficient, it was and is still 
considered to be a temporary measure. 


A second converter steel mill, also located in Kosice, began operation at 
the start of the Fifth 5-Year Plan. Because this new facility and the 
concurrent increase in production from the tandem furnaces resulted in 

the requisite overall increase in CSSR steel production, further structural 
changes in the mix of production processes were not undertaken. This 
construction project for all intents and purposes ended the extensive 
development of steel mills, with additional planned converter facilities 
intended only to replace less efficient open-hearth furnaces. Through 1980, 
however, because of postponements and construction delays, the planned 
schedule for starting up new converter facilities was not adhered to, 

nor has the desired percentage of converter steel been achieved even today. 


This situation will change in 1985, when the OXYVIT converter at Vitkovice 
will begin full operations and two converters will begin test operation at 

a new steel mill in Trinec. These facilities will save 120,000 tons of metal 
and 280,000 tons of standard fuel. Converter steel will then account for 

40 percent of total output, and the percentage of open-hearth furnace steel 
will decline to 20 percent. The structure of steelmaking techniques in the 
CSSR will then at least approximate worldwide trends. 


Prospects for Further Development of Steel Production 


Statistics indicate that world developments are heading toward two basic 
technologies. Converter steel is approaching a 70-75 percent share of total 
output, with electric steel approaching a 25-30 percent share. These target 
percentages will probably be influenced by electricity costs, which recently 
have been forcing the development of converters that wil accept higher 
proportions of steel scrap. The most recent reports from abroad indicate 
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that important results have been achieved in converter research and 
development. Published information and technical specifications indicate 
that the techniques of blowing oxygen into the converter from below, 

which has been developed and industrially implemented in the past 10 years, 
have been supplanted by the blowing of oxygen into the converter from both 
top and bottom. This combined process incorporates the advantages of both 
types of blowing, and produces excellent results. The justification for 
this approach is both theoretically and technically convincing when compared 
with the LD process, wihc is the classical oxygen converter process and the 
one in widest use throughout the world. 


In the LD process, oxygen is blown only on the surface of the pool, on which 
a layer of slag develops. The slag, then, is the main mediator of the 
contact between the oxygen and the molten metal. Its chemical composition 
and oxidational capabilities determine the course of the chemical reaction. 
During the converter process a steep temperature gradient develops between 
the surface of the slag and the bottom of the pool. These conditions result 
in high oxidation of iron into dust, a high iron content in the slag, 

and significant temperature losses during refining. 


In the combined blowing process, 20-40 percent of the oxygen is blown into 
the pool from below the converter vessel and the remainder through an upper 
nozzle. The oxygen blown from below includes powdered burnt lime, which 
comes into immediate contact with the pool. The result, in comparison with 
the LD process, is a more rapid and complex metallurgical reaction, lower 
iron content in the slag, less iron oxide in the converter gas and lower 
temperature losses from the pool surface. 


The combined technique of oxygen blowing has many other advantages, such as 
reduced losses of iron in flue dust, better lime utilization and therefore 
a lower percentage of slag, and higher excess manganese content in a melt 
prior to tapping, thereby conserving ferromanganese during deoxidation, etc. 
All of the foregoing means that the metal yield per charge with this 
converter process is about 2.4 percent more than with the LD process. 


The critical economic advantage of combined oxygen blowing is that it creates 
the conditions for the recombustion of the converter gases and the recycling 
of ths energy to the melt, which is the precondition for increasing the 
percentage of scrap steel in the charge. 


Data published in foreign publications indicate that the use of combined 
oxygen blowing makes it possible to reduce the charge of pig iron and steel 
scrap used in the LD process by up to 30 kilograms per ton of molten steel, 
and that by using the recombustion of converter gas the percentage of steel 
scrap can be increased by 50 or more kilograms. Another alternative that 
makes it possible to increase the charge of scrap steel is the blowing into 
the converter of a supplementary fuel, such as powdered coal, since combined 
blowing is the most easily usable process for utilzing supplementary energy 
resources, which makes it possible to increase further the percentage of 
cold charge in a melt. From the foregoing it is clear that there are more 
than enough alternative possibilities to achieve savings using the converter 
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process. There are also numerous reports on the modernization of converters, 
and especially concerning their modification for new processes. All of this 
data supports the contention that the development of steelmaking processes 
reacts very sensitively to the critical situation in fuel and raw materials, 
and that traditional steelmaking technology is no longer acceptable because 
of its fuel and charging requirements. 


The structure of steelmaking processes in the CSSR is currently projected to 
evolve as follows: 


1985 1990 1995 2000 
Open-hearth steel 20.0 8.6 4.8 - 

Tandem steel 25.7 23.4 25.0 26.4 
Converter steel 39.3 49.2 50.0 50.7 
Electric steel 15.0 18.8 20.2 22.9 


It is clear from the above that the open-hearth process will be phased out. 
Its retention at an essential level after 1985 is necessitated by product 
mix and charging considerations. Specifically, these facilities will handle 
the production of small ingots mainly for pipe production as well as the 
processing of all cold charge resources. 


The structure of steelmaking processes in 1990, which is considered 
acceptable, is basically determined by converter and electric furnace 
facilities that will be built by 1985. The objectives for the modernization 
of steel mills after 1990 is therefore a complex conceptual problem that is 
currently being wrestled with during work on a long-range development plan 
for metallurgy. The crux of the problem is not so much the material content 
of the plan, but the schedule for its implementation. This has resulted 
mainly from an accumulation of efficiency-enhancing measures for conserving 
metals and energy which must be implemented in the next few years. These 
include the development of continuous steel casting, which will receive most 
of the resources allocated to steel mills. In terms of savings, the upgrading 
of existing steelmaking technology has approximately the same impact as the 
continuous casting of steel, but upgrading the production process is less 
investment intensive than the construction of continuous casting facilities. 


Moreover, the technical conditions exist in the CSSR for the modernization 
of existing steel mills to bring them up to world standards. Eight years 
ago a research project, OXYVIT Production Process, was included in the state 
research and development plan that provided for the construction of an 
experimental facility with a 70-ton converter in the Vitkovice concern 
enterprise. The project resulted in the implementation of this new process 
at our largest steel mills. In 1981, the OXYVIT converter began test 
operations and the design team was awarded the Klement Gottwald State Prize 
for its successful work. 
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An evaluation of the final report, submitted at the conclusion of the project 
in 1982, stated that this development of domestic steelmaking technology, 
and its testing with more than 1,000 melts, represented a qualitative step 
forward in steel production. 


In accordance with information from abroad on the further improvement of 

the converter process, the advocacy council recommended, at the time of the 
conclusion of the completed state task, a continuation of the development 

of the OXYVIT process by assigning a sectoral program aimed at a combination 
of oxygen blowing, the combustion of converter gas during the process, 

and the utilization of supplementary fuel. 


A sectoral programs containing these items has already been set up and the 
resultant research and development on this new technology is proceeding 
successfully. The results that had been achieved on the new OXYVIT converter 
as early as last year evoked the interest of other enterprises in cooperation. 
The Vitkovice concern enterprise itself demonstrated confidence in the 
successful conclusion of this research when, in the design plan for the 
project Modernization of Production in Steel Mill II Using OXYVIT Technology, 
it included combined oxygen blowing, converter gas utilization and the 
introduction of supplementary fuel. 





The successful design and introduction of this newest type of converter 
production promises to be important for our national economy not only in 
terms of savings in metal and energy but also because it will make the 
processing of scrap steel more efficient. Processing steel scrap by 
increasing the percentage of steel produced in electric furnaces is extremely 
disadvantageous for us because of our limited sources of electric power and 
the foreign currency resources required for the importing of our necessary 
graphite electrodes: the construction of new electric furnaces is also 
investment intensive, resources which could also be applied to the relatively 
less expensive task of upgrading existing steelmaking facilities. 


Because of the increasingly critical situation in fuel, energy and raw 
material resources, it should be assumed that the reaction to research 

and development work in steelmaking techniques that results in significant 
material and energy savings would be rapid and flexible. Should it be 
possible to realize all of the necessary modernization measures, 80 percent of 
the steel produced in the CSSR will eventually come from 11 state-of-the-art 
converters. The attainment of this objective is feasible and indeed essential 
for assuring the goals of the metallurgical industry. 


Potential Savings of Metal and Energy 


Substantial savings of metal and energy through 1990 will be obtained by 
the startup of a converter steel mill in Trinec and the OXYVIT converter 
at Vitkovice, both of which were completed in the Seventh 5-Year Plan. 
As we have mentioned previously, the savings realizable from these two 
facilities when they are operating at full capacity are 120,006 cons of 
metal and 280,000 tons of standard fuel per year. If we assume a price 
of metal of just Kes 1,000 per ton, which is the price of scrap steel, 
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and a price of standard fuel of Kes 1,300 per ton, because the realized 
savings will be of low sulfur heating oil, then the value of these savings 
amount to Kcs 484 million. This amount is equivalent to about one-fourth 
of the acquisition costs of the construction of the entire facility, which 
makes these savings possible. Even if we ignore other important economic 
effects, such as savings in fire-resistant material, increased Labor 
productivity, improvements in the environment and increased steel quality, 
the savings in metal and energy alone make it clear that it is essential 
to upgrade all existing steel processes. 


With this in mind, it is necessary to look into possibilities for the further 
upgrading of our steel mills. If we embark on the modernization of production 
at steel mill II with OXYVIT technology at the Vitkovice concern enterprise, 
intensify production to converters at the Kosice VSZ and the Trinec TZ, 

and the reconstruction of the steel mill with tandem furnaces at the Kuncice 
WHKG, we will realize the following savings of metal and energy (in thousands 





of tons): 
Increased Standard 
Steel production with Iron Manganese scrap fuel 
new technology for: Amount Savings Savings content savings 
Open-hearth steel 500 25 0.5 50 
Tandea steel 3,700 144 3.7 74 21 
Converter steel 7,000 140 7.0 245 70 
Total 11,200 309 11.2 319 141 


The following standard indicators were used to calcwlate savings: 


Increased Standard 
Iron savings Manganese savings scrap content fuel savings 
kilograms /ton kilograms /ton kilograms/ton kilograms/ton 











Steel type: 

Open -hearth 50 l — 100 
Tandea 40 1 20 5.7 
Converter 20 1 35 10 


Standard fuel savings for upgraded tandem and converter steel were calculated 
based on the requirements for electrical energy if it would be necessary to 
reprocess scrap in an electric furnace. 


Savings in these resources, assuming the total figures given in the steel 
production table above and prices for metal of Kes 1,200/ton (pig iron) 

of ferromanganese of Kes 6,500/ton, and for standard fuel of Kes 1,300/ton, 
yield a total savings of Kes 624 million. 
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Investent costs for the reconstruction of the tandem furnaces at the Kuncice 
NHKG ead the upgrading of the converter production at the Kosice VSZ and 
the Trinec TZ have been estimated as follows: 


~-reconstruction of the tandem furnaces at Kuncice NHKG: Kes 2.0 billion 
—-converter upgrading at Kosice VSZ and Trinec TZ: Kes 0.8 billion 
~~modernizing steel mill II at Vitkovice concern enterprise: Kes 0.8 billion 
--total investment resources required: Kes 3.8 billion 


This implies that a saving of 1 koruna in metal and eoergy will require 

Kes 5.80 of investment resources. This saving is, however, only a part of 
the total impact, because the new technology also contributes savings in 
energy-intensive fire-resistant materials, lime and oxygen, and results 

in higher quality steel while making possible, assuming the addition of 
supplementary fuels, an increase in the percentage of scrap steel used. 

The achieved increase in scrap consumption of 319,000 tons is the result 
solely of the recycling of the actual converter gas to the production process. 
If this amount of scrap were to be melted down in electric furnaces, it would 
be necessary to build electric steel mill capacity for 300,000 tons. 


If the calculated increases in steel scrap content are not sufficient fully 
to process all the scrap that becomes available during the process of fully 
phasing out open-hearth facilities, it would be possible without excessive 
investments to increase scrap content in converters by another 30-50 kilograms 
per ton of steel and to stop the development of electric steel production 

at a share of about 18 percent of total steel output. 


The advantage to processing steel scrap in modernized converters can be shown 
by an example that is very likely to occur in upcoming years. 


Aseume that the steel mill at the Kuncice NHKG with its open-hearth and 
tandem furnaces has at its disposal only 2.45 million tons of pig iron and 
1.33 million tons of steel scrap. There are three possibilities for 
processing these charges: 


Alternative I--rebuild the steel mill with combined blow converters; 


Alternative Il--process the excess steel scr*p at a newly built electric 
steel mill; 


Alternative I[lI--leave the open-hearth furnace and the tandem furnace. 


Now let us look at steel production and charge consumption for these 
alternatives (figures in thousands of tons): 
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Alternative I 
oxygen converter 3500 2450 1330 
total 3500 2450 1330 


Alternative II 





tandea furnace 3130 2440 1065 
electric furnace 260 10 265 
total 3390 2450 1330 


Alternative III 





tandea furnace 2950 2300 1000 
open-hearth furnace 425 150 330 
total 3375 2450 1330 


These alternatives have substantial differences in total requirements for 
standard fuel, differences that lie mainly in the requisite fuel quality. 

For the increased steel scrap content in Alternative I, 50,000 tons of coke 
are needed, for Alternative II, 130 million kilowatt hours of electricity are 
required, and for Alternative III, the need is for 60,000 tons of low-sulfur 
heating oil. 


An important difference and one that is significant for the economic 
comparison of the alternatives is the difference in the consumption of 
fire-resistant material. 


Specifically, the requirement for these materials with the converter process 
is more than 20 kilograms per ton of steel less than for the other steelmaking 
processes, at a value of Kes 45 at 4 ainigum. A comparison of the differences 
in steel production, savings in fire-resistant materials, and investment 
intensiveness yields the following: 











Difference in Savings in fire- 
steel production resistant material Investment 
thousand asillion thousand sillion billion 
tons Kes tons Kes Kes 
Alternative I +125 +250 267 43 2.0 
Alternative II +15 + Ww 0 0 0.8 
Alternative III 0 0 0 0 0 





From this overview it is clear that to handle increased scrap content by 
building electric furnaces while maintaining the operation of tandem furnaces 
is not efficient enough, and that it is gore advantageous to rebuild the 
tandem furnaces as modern converters, thus saving investment resources that 
would otherwise be spent for the electric furnaces and fire-resistant 
material. 


This approach would also have a positive impact on figures for investwent 
outlays to assure savings in metal and energy. If one subtracts from the 
required investwent of Kcs 3.6 billion the resources saved by not building 
electric furnace capacity for 500,000 tons (Kes 1.5 billion) end add to the 
savings of Kcs 624 million an additional Kes 190 million for 84,000 tons 

of fire-resistant material that is no longer required, ten the investseent 
required for Kes 1 of savings declines from Kes 5.80 to Kes 2.60. 

This figure confirms that it is more efficient and proper to upgrade the 


steelmaking processes. 


The past and present development of steel production that has been described 
here implies that the msodernization of steelmaking processes will make 

a substantial contribution to increasing the efficiency of metallurgical 
production. In the present situation this fact should receive full 
consideration. If ome looks to the future of our energy and materials base, 
it is necessary to conclude that it is essential to adopt the path of maxiaua 
savings of metal and energy. 
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CZECHOSLOVAKIA 


PROBLEMS IN POWDER METALLURGY DISCUSSED 
Prague PLANOVANE HOSPODARSTVI in Czech No 7, 1984 pp 15-21 


[Article by Eng Ladislav Romaniak, State Planning Commission: "Several 
Questions in the Development of Powder Metallurgy") 


[Text] Powder metallurgy products, above all those from sintered carbides 
and synthetic, superhard materials, are currently exerting a significant 
influence on the technical and economic sophistication of a number of the 
most important national economic sectors, in particular general engineering. 
Rapid innovations in these products along with improvements in their useful 
properties constitute the basis for the introduction of modern techniques in 
machining, particularly from the perspective of automation. The basic focus 
of research and development is to keep up with the ever increasing demands 
on machinery and its constituent materials, while at the same time reducing 
standard consumption of hard-to-obtain materials, fuel and energy. 


Powder metallurgy, which produces materials which cannot be produced by 
standard metallurgical techniques, has been among the youngest and most 
advanced of the developing sectors of our metallurgical branch in recent 
decades. - is involved mainly with high melting point metals, alloys and 
compounds which can be produced from variable proportions of basic components, 
both metaliic and nonmetallic. 


In addition to the potential for obtaining special product properties, 

powder metallurgy is characterized by a substantially lower consumption of 
metals and of energy due to a self-contained production process which has no 
negative impacts on the environment. This has led to the development of the 
production not only for semimanufactured goods, but also for finished components 
from powders. Processes in both areas are economically competitive with 
traditional metallurgical and machine building techniques. 


Powder metallurgy products, above all cutting and drawing tools incorporating 
sintered carbides and synthetic, superhard materials, constitute the basis for 
the use of modern production techniques in almost all of the most important 
sectors of the national economy, from the production of watches and precision 
measuring instruments to the production of giant boat shafts and complex 
nuclear power plant components. 











Basic Developmental Trends 


Production falling under the classification of powder metallurgy, according 

to Czechoslovak industrial nomencalture, comes from several firms in the 

CSSR, the dominant one in terms of volume being the Pramet national enterprise 
in Sumperk. In addition to this primary producer, Dolny Kubin ZVL is producing 
an increasingly large percentage of sectoral output, primarily iron powders 

and sintered machinery components (sliding bearings). For the other producers, 
which belong to various industrial sectors, powder metallurgy (including 
powders from nonferrous metals) represents only an insignificant portion of 
their production program. 


To simplify the overall issue, we will direct our attention solely to the 
Pramet national enterprise in Sumperk, which for technical, production and 
economic reasons may be considered as the Czechoslovak representative of 


powder metallurgy. 


Overall output at the Sumperk Pramet national enterprise may be divided into 
the following groups: 


sintered carbides (SK) and tools from these materials; 
superhard materials (STM) and tools from these materials; 
components for the computer industry; 

magnetic soft and hard ferrites; 

thermistors; 

czrmetic friction materials; 

contact materials. 


The SK and STM production groups are the two most important and most closely 
monitored divisions at Pramet. They now assure, and will continue to assure, 
a critical percentage of total enterprise production, as is evident from the 
following table: 


Projection * 


1980 1985 1990 2000 
Total Factory output 
in millions of Kcs 599 690 8&? 1170 
of which: 
SK--replaceable tips 48.2 145.6 162.0 179.2 
tools 64.4 73.2 110.1 193.0 
STM--direct sales 14.3 31.2 35.0 53.4 
tools 97.4 90.0 130.0 280.0 
SK + STM as percentage 
of total production 37.4 49.3 50.0 60.3 





*The figures presented in this article are based on the current status of 
work on long-range projections and are subject to further refinement as 
conditions change. 
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Sintered Carbide (SK) Production Group 


Sintered carbides (also known as hard metals) and tools made from them have 
been designated for future use in the chip machining of metals and nonmetals, 


for forming and for mining equipment. 
These carbides may be divided into four main types by their composition: 


— tungsten carbide-cobalt (WC-Co). Even though this type has only two 
components, it is the most important. ‘his is because by changing 
the proportion of cobalt (from 3-30 percent) and varying the size of 
the tungsten grain (1-10 micrometers) many different properties can 
be obtained, suitable for a wide range of uses. 


— tungsten carbide-titanium carbide-tantalum (columbium) carbide-cobalt 
(WC-TiC-Ta,NbC-Co). Also a very widespread type. Range of application 
is shifted to higher temperatures in comparison with the previous type. 


— tungsten carbide-nickel (WC-Ni). The replacement of cobalt with nickel 
for these hard metals results in increased corrosion resistance, though 
with less strength and rigidity. They are irreplaceable for special uses, 
but are on the whole less important. 


— hard metals containing tungsten carbide. Basically two types exist here, 
one based on titanium carbide and one on chromium carbide; Ti-Mo-Ni 
currently has limited applications, but research is picking up to find 
wider applications; Cr3C2-Ni is highly resistant to corrosion and burn-off, 
but it has lower strength characteristics than previous types. 


The future production strategy for SK products includes the following: 
— a reduction in the percentage of brazed tips in favor of replaceable tips; 


— an increase in the percentage of coated replaceable tips, which raise 
cutting performance for some installations by 50 percent in comparison 
with noncoated tips (this will reduce tip consumption by users) ; 


— assuming the inclusion of tantalum carbide and columbium carbide as alloying 
additives, a shift to a smaller line of sintered carbides (from 17 to 8), 
which will make possible further improvement in useful properties and 
reduced weight for SK replaceable tips; 


— an increase in both fine machining and in the machining of hard-to-work 
materials as a percentage of total output; 


— additional new technologies for the coating of sintered carbide tips with 
polycrystalline, superhard materials (synthetic diamonds and cubic boron 
nitride), leading to a further increase in the cutting performance of 


these tips; 








— a shift in forming machines to combined materials such as steel-SK, SK 
plus coatings, etc., both of which will increase the efficiency of the 
SK installation; 


— a shift in the production of surrogates (i.e., semimanufactured goods of 
sintered carbide) to a larger percentage of s-~-called tungstenless 
sintered carbides with a base of titanium carbide, with the objective of 
reducing imports of the hard-to-obtain tungsten concentrate; 


— for miniumu-size wire drawing dies, a shift from SK dies to ones using 
polycrystals of synthetic, superhard materials. 


As a result of these structural changes in the use of tools with sintered 
carbides the following changes will take place in their use (figures are in 
tons): 


1980 1990 2000 
for chip machining 290 290 300 
for forming 45 150 160 
for mining equipment 72 90 100 
SK totals 407 530 560 


Superhard Material (STM) Production Group 


Synthetic superhard materials are among the sophisticated materials of a 

new generation with highly useful properties which not only replace natural 
diamonds but also include other superhard substances which do not occur in 
mature. The use of STM significantly speeds up production processes while 
simultaneously reducing energy consumption, and in a number of instances also 
results in qualitative changes in applications with a very high economic 
impact (substantially increased equipment life). 


New tools with superhard materials not only facilitate the highly productive 
and economically advantageous working of all types of technical materials, but 
are also finding application in sectors other than machine building and 
metallurgy because of their operating characteristics. They are being used, 
for instance, in the cutting and finishing of stone, construction materials and 
panels, in the construction of superhighways and runway surfaces, in geological 
research, deep coal mining, glass cutting, etc. 


In addition to the basic diamond, the series of new synthetic superhard 


materials currently includes primarily cubic boron nitride (KNB) and 
polycrystalline materials based on diamonds and KNB. 
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Cubic Boron Nitride 


This material does not occur in nature and must be prepared synthetically. 
Sumperk Pramet began industrial production of it in 1977 (the fifth enterprise 
worldwide to do sd and in 1982 produced 33,300 karats (1 carat = 0.2 grams). 


This substance is superior to diamonds because of its greater thermal 
resistance. Diamond grinding machines are not sufficiently thermal resistant 
in the contact zone, making them ineffective for the grinding of tool and 
alloyed steels. The grinding of these substances requires a very hard 
abrasive with a high heat tolerance. These requirements are possessed by 
KNB, which has a thermal stability of 1,300-1,400 degrees Celsius (versus 

the diamond's 700-800 degrees), with a partial loss of hardness. 


Polycrystalline Materials 


Worldwide technical and production developments in recent years have been 
focusing without exception on polycrystalline compacts, usually in 
combination with SK, and on composite materials with a high content of 
superhard particles. Moreover, an attempt is taking shape to develop a 
complete line of superhard materials with graduated properties, from the 
hardest diamond to a very stubborn Wurtzitic modification of boron nitride. 


The appropriate use of polycrystalline materials results in both qualitative 
and quantitative advantages because it can to a great extent take the place 
of large, monocrystalline natural diamonds which are becoming further and 
further out of range, both in terms of availability and of price. This 
applies primarily to their use in the production of diamond dies and knives, 
but also for drilling machinery, etc. 


Problem of Raw Material Assurance 


If it is generally true of nonferrous metals at the present time that their 
consumption requires the strictest possible management because of their high 
production, energy and foreign currency intensiveness, then this is doubly 
true of the metals necessary for SK. After all, tungsten, cobalt and 
tantalum are among the most important strategic minerals, the significance of 
which continually increases even while they are more and more difficult to 
obtain. This stems from the fact that tungsten carbide (WC), titanium 
carbide (TiC) and tantalum with up to 40 percent columbium carbide (Ta,NbC) 
content are of the greatest importance as the hard components of sintered 
carbides. Cobalt is the most common additive. 


The great difficulty in obtaining the metals used to produce SK stems from 
the fact that with the exception of titanium they are contained in the earth's 
surface only in small concentrations, as indicated by the following table: 
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Averaye Content of Elements in Earth's Crust 











Content in Content in 
Metal grams/tons Metal grams/ton 
aluminum 81,300 tungsten 69 
iron 50,000 columbium 65 
titanium 4,400 cobalt 23 
copper 70 tantalum 5 


About 50 percent of current world extraction of tungsten is concentrated in 

the People's Republic of China, the USSR, and the Korean People's Republic. 

About 88 percent of worldwide extraction of cobalt is concentrated in nonsocialist 
nonsocialist countries (with Zaire accounting for 46 percent). As a result 

of the situation on foreign markets, the price of tungsten fluctuates greatly 

and that of tantalum and cobalt are increasing sharply. The following index 

of prices indicate these trends: 


1973 1975 1978 1980 
tungsten 100 185 330 210 
cobalt 100 130 300 450 
tantalum 100 160 200 800 


The projections follow (in tons) of consumption of basic raw materials for the 
production of SK at Sumperk Pramet national enterprise: 





Name of raw material 1980 1990 2000 
powdered tungsten 360 468 493 
titanium dioxide 26 56 81 
cobalt oxalate 135 162 171 
tantalum and columbium carbide 2.4 12 12 


Most of the consumption of all these necessary raw materials is covered 
through expensive imports of the basic metals or concentrates, because 
domestic production covers cobalt and tungsten needs only in very small 
amounts (because of a lack of the necessary basic ores). 


Increasing raw material prices along with the prospect of the exhaustion of 
resources in the next century have generated increased interest on the part 
of all the main producers of SK in the processing of secondary raw materials 
and even attempts to recycle these hard-to-obtain metals for repeated use. 
This objective is the most pressing for our entire national economy because 
at present the CSSR reprocesses only about 25 percent of consumed SK for 
repeated use. Considerable potential exists here for limiting imports of these 
very expensive and hard-to-obtain raw materials. In accordance with this, 
consuming organizations and industrial waste organizations must devote the 
requisite attention to intensifying the collection of used SK, as well as to 
the preparation of the remains of sintered carbides for repeated use. 
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Following the completion of a capital investment project at the Pramet national 
enterprise, the conditions will be developed, towards the end of the Seventh 
5-Year Plan, for a substantial increase in the production of replaceable SK 
tips, which will further expand the opportunities for recycling hard-to-find 
raw materials (replaceable tips can be 90 percent recovered, while brazed 

tips can only be 10-15 percent recovered). 


The production of synthetic STM is not very materials intensive. The basic 
material is so-called spectral graphite, which is manufactured from 
domestically occurring raw materials. Therefore, no significant difficulties 
are anticipated in meeting demand for it even assuming a rapid increase in 
consumption. The current annual consumption of about 2 tons of spectral 
graphite is projected to increase by a factor of 10 following the opening 

of operations in new STM facilities by the end of the Eighth 5-Year Plan. 


Given the current state of research work, the single imported basic material 
component that is hard to obtain is pyrophylkite (aluminum silicate), the 
current annual consumption of which is about 20 tons. In the future a ten to 
fifteenfold increase in this amount is projected, depending on the development 
of production technology. In view of the not insignificant volume of these 
imports for hard currencies, consumers will be attempting to resolve this 
problem in a more acceptable fashion. 


Focus of R & D Work and the Implementation of Its Results 


The Pramet national enterprise production firm is working in close cooperation 
with the Sumperk Research Institute for Powder Metallurgy, primarily to assure 
the qualitative specifications of innovative products, an increase in their 

useful properties and a reduction in the standard consumption of very hard-to- 
obtain materials (tungsten, cobalt, tantalum carbide, etc.), fuels and energy. 


The introduction of new and progressive products makes it possible to cover 
future national economic requirements in the area of new cutting and forming 
tool materials, while the desired growth in upcoming years can be achieved 
only by increasing quality and changing product mix. This demanding require- 
ment at the user level for the development of ever more sophisticated 
qualitative parameters for innovative tools is based on the assumption that 
these tools will be state of the art in terms of quality and useful properties, 
thereby participating in world development trends in these areas. 


The main research and development tasks are focused on SK and polycrystalline 
STM, which to a great extent influences the current and future technical and 
economic sophistication of chip machining, drawing, rock drilling and other 
mass production technologies. This is a matter of the following individual, 
major tasks: 


— newtypes of SK (designed for high-pressure tools for STM synthesis) ; 
— new applications and types of coatings for SK (including tools with coatings, 
primarily dies); 
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— new types and applications of polycrystalline STM (research on techniques 
for the preparation of compact polycrystalline materials with greater 
strength and heat resistance, designed primarily for chip machining); 

— new types of tools made with STM (primarily drilling machines for the deep 
drilling of rock). 


The carrying out of these tasks and the subsequent application of the results 
at the enterprise level is forcing not only some basic technological changes, 
but also the manufacturing and purchase of sophisticated, often single-purpose 
machines. This will have an impact, however, on subcontractors as well, who 
are taking part in the assurance of increased quality for subcomponent 
deliveries (above all of tungsten powders). 


The most important preconditions for the implementation of research and 
development results will be developed at the production enterprise by: 


a) important capital construction modernization projects, of which the 
noncompleted investment project, Expanding Production of Solid Substances, 
will finally be finished in the Seventh 5-Year Plan. In the area of sintered 
carbides this will make it possible to meet practically all domestic 
requirements. The second important investment project, Expanding STM 
Production, is supposed to be implemented in the Eighth 5-Year Plan, and 
would basically assure the consumption needs for superhard materials for 
the national economy. The importing of modern production equipment, for 
which a production enterprise uses repayable hard currency credits, will 
contribute to an increase in the production capacity and technical sophis- 
tication of SK and STM production; 


b) the use of international specialization and delimitation, to narrow the 
existing product mix, increase capacity and the mass-produced character of 
products that are economically advantageous to produce, and to increase the 
quality of the produced components. This will also be evident in a favorable 
way in the research and development programs of Czechoslovak powder metallurgy. 


Attempts to effect structural changes have so far brought only isolated results. 
with their further resolution depending both on the partners of the CEMA member 
countries and on the domestic potential of the CSSR. 


Most Important Tasks for Immediate Future in Pramet National Enterprise 


— to provide in upcoming years for an abnormal increase in tool production, 
in accordance with CSSR Government Resolution No 193/80. This is a matter 
of assuring, in advance, materials, raw materials and semimanufactured 
goods for its production. For sintered carbide tips this is a matter of at 
least a 1.3-fold increase in comparison with 1980 (and a 2.5-fold increase 
for exchangeable tips), and a twofold increase for synthetic diamonds and 
cubic boron nitride. This rapid development of tool materials will also 
help to improve the export capability of the Czechoslovak machine tool 
industry; 
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— to replace imports of natural diamonds with synthetic diamonds with 
improved useful properties. Natural diamonds should be gradually forced 
out by polycrystalline STM, which at the present time are experiencing 
the most rapid development. The introduction of polycrystalline KNB for 
cutting applications is also expected; 


— a substantial increase (by almost a factor of 2) => the end of this decade 
in the production capacity of abrasives made from STM. This will constitute 
the fundamental precondition for replacing the current technique of sharpening 
SK tools with silicon carbide wheels gradually with cutting with the help of 
diamond wheels. This will also greatly increase labor productivity, conserve 
electricity, increase the potential for the automation of production 
processes, etc. The great efficiency of these modern grinding techniques 
is indicated by the fact that 5 grams of DilA-abrasive is equivalent to about 
500 kilograms of silicon carbide abrasive; 


— to increase the return rate of worn-out SK tips and tools of this material 
and assure their reprocessing with the objective of obtaining tungsten, 
cobalt and tantalum. This difficult task can be completed, assuming that 
the issue of procurement will be handled better organizatiohally and that 
the consumers of cutting and drawing tools will substantially alter their 
attitude toward the reuse of these materials. At present only about 25 
percent of worn-out SK are returned for reprocessing; 


The development of SK for machining uses is mainly a matter of: 


— further increasing the qualitative and use values of SK while reducing 
standard consumption of the basic raw materials, fuels and energy. At the 
same time, new improved SK have been obtained by the optimal choice of 
chemical composition by using additive carbides (primarily tantalum carbide). 
A solution has just been proposed that is based on higher-quality tungsten 
raw materials. The most pressing and important task remains improving the 
homogeneity of products from sintered carbides, thereby reducing the 
relatively major dispersion of use values. 


The development of SK for machining uses is primarily a matter of: 
a) expanding the use of exchangeable tips with abrasion-resistant surfaces, 


b) research and development on tungstenless (and cobaltless) SK based on 
FeC-Mo-Ni, which in their abrasion resistance properties are equal to or 
better than sintered carbides based on tungsten. 


Even though the production volume of powder metallurgy in the CSSR does not 
exceed 2 percent of the total volume of ferrous and nonferrous metals, it 
nevertheless plays an important role in the technical and economic sophistication 
of critical industrial sectors of the national economy, including machine 
building. For this reason, the accelerated development of this sector is 
receiving maximum attention, not only in terms of increased production 
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capacity, but also in terms of providing for the ever increasing qualitative 
parameteres for products and increases in their use values. 


The implementation of planned measures in the Seventh and Eighth 5-Year Plan 
will cover all domestic requirements for the most important machining and 
forming tool products, which will also make possible a substantial anti-import 
contribution to our relations with nonsocialist countries. Moreover, the 
rapid development of tool materials is also creating the conditions for an 
increase in the current export capability of the Czechoslovak machine 
building industry, especially for machining tools. 


9276 
CSO: 2400/430 
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CZECHOSLOVAKIA 


AU122031 [Editorial report] Prague RUDE PRAVO in Czech on 10 October in 
the “Experiences, Proposals, Polemics, Criticism" column on page 3, carries 
a 1,100-word article by Engineer Jiri Kincl, doctor of law, employee of the 
North Bohemian Brown Coal Mines, entitled “Shall We Make Use of the Strength 
of the Collective?" The article deals with “unclarified issues" concerning 
the practical application of the “brigade-based method of organizing labor 
and remuneration" that is currently being tested in Czechoslovakia. 


Kincl opens the article by saying: ‘Where are the limits of the application 
of the brigade-based method of organizing labor and remuneration? With what 
demands can we confront the brigades? What must be done for their expansion? 
Are the brigades at all capable of reaching the goals of the scientific or- 
ganization and streamlining of labor? These questions are still being asked 
by experts and laymen alike, despite experiences acquired over many years in 
some socialist countries and despite the 2 years of the method's testing in 
our enterprises. 


"We come across both overcautiousness and distrust and exaggerated illusions 
about the brigades being a panacea. In the North Bohemian Brown Coal Mines, 
whose enterprises and plants are testing brigade-based methods, aside from 
coming to terms with general approaches, we feel the need to find concrete 
ansvers to some practical questions concerning the application of this pro- 
gressive method, questions that have not yet been adequately clarified and 
that could cause considerable difficulties in further expanding the number 


of brigades." 


The first problem, according to Kincl, concerns the composition of the teams 
preparing the application of the methods. On the basis of negative exper- 
iences in his own enterprise, he suggests that the teams preparing the con- 
ditions for the brigades should not be made up only of economists, but also 
of direct organizers of production because “otherwise only economic goals 
are dealt with and the organization of labor and the social consequences of 
the brigade fall into oblivion." According to Kincl, thie "results in a 
one-sided stress on the employees’ remuneration, which greatly distorts the 
view of the new method.” 


Another “open question,” Kincl says, is which collectives to select for the 
new brigades: “So far it has been stressed that mature, efficient collectives 
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are the most suitable. In my opinion, this view is somewhat narrow. We have 
found out that a suitable working climate and the collective's activity and 
willingness and courage to try out something new provide a more favorable 
basis than the collective's stability, performance, and maturity. A stabil- 
ized collective is mostly unwilling to try out something new and does not like 
to change deep-rooted habits. Even a slightly under-average collective may 
thus sometimes be more favorable for the formation of a new organization.” 


Another problem, according to Kincl, concerns the optimal size of a brigade. 
He objects to “demands that can sometimes be heard” that the number of men- 
bers in a brigade be governed by norms because “the oumber of workers depends 
on specific conditions and any prior determination of this number aounts to 
formalisa.™ 


The brigade-based method may also pose a problem when it comes to remuner- 
ation, Kincl goes on to say. lle admits that “the principle of collectivism 
in remuneration has eliminated a number of shortcomings of the former prac- 
tice," but adds that “its disadvantages cannot be ignored either; for example, 
the very intricate problem of estimating individual performance in large col- 
lectives." 


The last “unclarified issue" discussed in the article concerns relations 
between the brigade and the enterprise. Kincl says: ‘The contract between 
the brigade and the economic management is sometimes a bone of contention. In 
the process of the contract's preparation and fulfillment, it becomes apparent 
how difficult it frequently is to express in tigures and with sufficient pre- 
cision what, in fact, we demand of the brigade. In this connection we are 
palpably affected by considerable gaps in the basis of technical and economic 
norms, existing despite all the talks about brigade khozraschet. 


“Under the conditions of the North Bohemian Broan Coal Mines we have come 
across another problem for which we have not yet found a satisfactory solu- 
tion. The problem, which may be specific for mining, is that of finding a 
dividing line between the risks borne by the brigade and the risks which the 
plant or the enterprise take upon themselves. For example, how are we to deal 
with the failure to fulfill the contract in the event of sudden breakdowns, 
calamities, and deteriorations of climatic conditions? Who is responsible? 
Can the brigade claim financial resources even though it did not fulfill the 
planned tasks, owing to these circumstances? And if it can, where does the 
enterprise management obtain the means for it? For the time being, we have no 
choice but to formulate these problems at the most general plane and to ina- 
clude them in the section of the contract on ways of clarifying arising con- 
flicts. But this can hardly be regarded as the final solution." 


Kincl concludes the article by saying: “The benefits of the brigade-based 
method are beyond doubt. However, we are only at the beginning of their true 
application. We must all the more tenaciously seek the answer to the yet- 
unclarified issues, because only in this way can we accelerate the expansion 
of the new method without having to fear for its results.” 


CSO: 2400/34 
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HOME REPAIR SERVICES CRITICIZED 
Prague RUDE PRAVO in Czech 30 Aug 84 p 3 
{Article by Jiri Hecko: “Why Do Services Not Serve Better?" ) 


[Text] We probably all know about it, except for a few. Our good mood is 
shattered the moment we urgently need to find a repairman to fix a broken 
window, a door that does not close properly, a broken water pipe, leaking 
gutters or a gap in the paneling. 


As a rule, repeated entries in the house register of defects, telephoned 
reminders or personal visits to the enterprise of housing management do 

mot help. At the most, we will learn that the workmen available can be 
counted on the fingers of one hand. Or else, as happened to a neighbor, 

we will hear a seriously meant rebuke that we should have had our son trained 
to be a roofer instead of a metal lathe operator. That kind of reasoning 

is surely, to a certain extent, provocative, but the malfunctions and 
breakdowns, getting worse all the time, are not taken care of that way. 


There is no way out but to continue waiting and hoping or, as many here are 
doing, quickly master a new skill. True, there are such talented persons. 
But in most cases the proverb “Jack of all trades and master of none” 

is proved true and the consequences of our bungling are that the problem 
is only made worse. 


Therefore, we would like to know whether such highly sought-after workers, 
or, as they say, persons with hard-to-find skills, have completely vanished, 
or have they found other employment? Not at all, but after many years they 
are patiently forming an army of hundreds of thousands of moonlighters, 
taking advantage of the shortages and problems that their fellow citizens 
have to cope with. 


crue that the national committees were given broader authority to 
gre permits to repairmen with all kinds of skills, whether still working 
or a.iceady on pension, to do this kind of work on behalf of the citizens. 


There is no doubt that this is a very good idea, but the resulting effect 
in many places remains very small. it is chiefly effective in central 
villages and smaller towns where the national committees had already worked 
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like this with servicemen and the results obtained showed that the citizens 
benefited considerably. 


In most towns, however--especially in the larger ones--this area of paid 
services continues to be a sore spot. Enterprises and service repair shops, 
just as citizens, hunt in vain for workers with hard-to-get skills. Wo one 
is particularly rushing to get permits from the national committees to carry 
on individual operations and moonlighting continues to flourish quietly. 


Meamvhile, most of these practitioners are not living in great anonymity 
(otherwise, how would they get customers?) and many of them, on the contrary, 
are well known “firms” in their communities. In fact, over a glass of beer, 
they make no secret of their un-Christian profits extorted at the expense 

of their fellow citizens. And they quietly go about using, for their 
operations, the equipment and facilities of the organizations in which 


they work. 


Here is a emall example: Let us say you want to replace the floor radiators 
in your family home for something more efficient. Such a replacement calls 
for skilled work of welding with gas. In some towns, and not necessarily 
small ones, you cannot find any enterprise or serviceman to do this. 

They claim their capacity is fully used up. But you can find a moonlighter 
with a “borrowed” welding unit who will do this 2-hour job for you for 

500 or 600 [korunas]. Of course, with such outright moonlighting, the owner 
of the house exposes himself to various risks, including having his house 
burned down, but he would do anything to keep his children from suffering 
in the cold. 


In certain towns the national committees called known moonlighters for an 
open discussion. They were offered, quite democratically, two possibilities. 
The first was to join a broad network of services based on permits issued 

by the national committees in accordance with Decree No 154. The other was 
to continue along the tortuous path of violating the laws with the risk 
that, sooner or later, they will be caught. Socialist laws, after all, 
apply to everyone, even to the cleverest person who thinks he can [leece 

his fellow citizens with impunity. And an honest attempt to put a stop 

to this fraudulent activity is not an expression of envy but an urgent 

need to bring order to this matter. 


And what is needed to accomplish this? Primarily more determination and 
consistency on the part of the officials and employees of national committees, 
but also honest efforts on their part to talk patiently with people and 
clearly show them how absolutely wrong their ideas are. After all, it was 
only in this way that many places succeed in lining up a number of servicemen 
to work on the basis of permits from the national committees. 


It calls for citizens not to be afraid to point the finger publicly at 
incorrigible moonlighters. Of course, it is not pleasant to think of all 
that can get out of order or break down in a home. But without this action 
moonlighting will continue to go on. 
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This calls for foremen and other senior officials in construction and other 
organizations where moonlighters work to see whether they go to work just 

to rest up after their moonlighting activities and how they spend their 

time at work, whether, as in the case of that welder, and others too, they 
use the equipment, facilities and materials of the organization for their 
moonlighting work. Senior officials, however, must truthfully answer the 
question of whether the production capacity of the organization they manage 
is really so busy or sc overworked that they cannot help people who urgently 
need it. 


8491 
CSO: 2400/435 
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GERMAN DEMOCRATIC REPUBLIC 


ALTERNATIVES TO GASOLINE AS VEHICLE FUEL SOUGHT 


East Berlin MILITAERTECHNIK in German No 4,1984 (signed to press 11 May 84) 
pp 202-203 


[Article by Dr A Musch, engineer: “Current Questions of Fuel Development and 
the Use of Alternative Fuels in Motor Vehicle Engines"] 


[Text] With few exceptions, fuel for the combustion engine is derived from 
petroleum. Petroleum has become the dominant source of energy in the second 
half of this century because it makes possible by far the most efficient tech- 
nologies in the areas of energy and material economy. Its consumption has 
increased almost threefold in the last 20 years. In the first decades of the 
next century, the known recoverable world reserves will be exhausted at the 
present annual consumption of about 3 billion tons. 


Starting in 1973, the price of petroleum increased enormously on the world 
market. The price of petroleum was 12 times higher in 1981 than in 1973. 

This development will continue because expenditures for petroleum production 
are incr: ssing as a result of the opening up of technologically more costly 
deposits. For this reason, great efforts are being made worldwide to conserve 
petroleum and to restructure the energy economy over the long term. This 

also affects the fuel industry. For the manufacturers and users of motor 
vehicles the question exists whether the customary gasoline and diesel fuels 
can continue to be counted on in the future or whether they will have to be 
replaced by alternative fuels with different characteristics. 


Long-term prognoses of this kind are still sxtremely risky, considering the 
numerous possible alternatives, but it can be said with certainty that gaso- 
line, kerosene and diesel fuel will be the dominant sources of energy for 
vehicular traffic and air travel into the next century. This also applies to 
military fuel supplies. 


The manufacture of fuel is changing, however. The first step consists of 

converting the heavy residual oils into lighter fractions at the expense of 
the amount of heating oil, in other words, exploiting petroleum more fully 
for the manufacture of fuel. A second step is the production of fuel from 
coal. In the past, fuel was mainly derived from petroleum by distillation, 
but today the proportion of synthetic and hydrogenated fuels is increasing. 
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1. Intensification of Petroleum Processing and Coal Liquifaction 


By intensifying petroleum processing, substantial reserves can be opened up 
right away for fuel production, since the proportion of heating oil and other 
heavy oil products has been very high until now. In the GDR the amount was 

44 percent in 1980. By 1986 the intention is to reduce this proportion to 21 
percent, in favor of the so-called light products (fuel and light hydrocarbons 
for the chemical industry). Similar efforts are being made in other countries. 


The changes in the processing of petroleum require enormous expenditures for 
extensive additional refining plants and, as a result, they can only be 
realized gradually. In addition, the deficit in the amount of heating oil has 
to be made up by other energy sources such as coal, gas or nuclear energy. 
This also requires substantial investment for development and in processing 
technology. Even more expensive is liquifaction of coal, which has known 
since the 1920's. 





One of the processes always involved in producing fuel from coal or heating oil 
is hydrogen enrichment, because the amounts of hydrogen differ widely between 
gasoline (12 to 14 percent), heating oil (9 to 11 percent) and coal (3 to 7 
percent). As a result of its lower water content, the hydrogenation of fuel is 
more expensive than that of heating oil. The carbon to hydrogen ratio is not 
critical in obtaining process heat. As long as petroleum fractions with a 
relatively high hydrogen content are being burned for heating purposes, no 
investments should be made to replace heating oil with coal in order to obtain 
fuel from coal. 


However, in the future coal will be a genuine alternative to petroleum in 
extracting fuel. The world's present mineable coal deposits are estimated to 
be about 900 billion tons. Using current standards, this is enough for 
several centuries of production. The largest deposits (66 percent of world 
supplies of coal) are in the USSR, the PRC and the United States. Substan- 
tial deposits, about 20 percent, also exist in Europe. As a result, strenu- 
ous efforts are being made in many countries to improve the process of coal 
liquifaction. This involves softening the processes with respect to their 
operating parameters by means of appropriate catalytic converters (the Bergius- 
Pier process operates at a pressure of p = 70 MPa) and making them more 
energy efficient. 


Various procedures are being tested in pilot plants in many countries. Work 
is being carried out in the USSR on coal liquifaction. A government-level 
agreement exists between the GDR and the USSR to develop coal liquifaction. 
The requirement is set out in the directive of the 10th Party Congress to 
make the capacities of carbon chemistry more efficient and productive through 
rationalization and reconstruction and to speed up the establishment of 
research capabilities for direct liquifaction of coal. 


The fuel produced from coal meets current requirements. The gasoline attains 
high octane numbers for spark ignition engine operation with only a slight and 
partially without the addition of lead. 
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The combustion qualities of the diesel fuel obtained are in part very good and 
in all cases adequate for diesel operation, so that no fundamental changes have 
to be made to the engine even with fuels derived from coal. 


The costs for producing fuels from coal are in great measure dependent on the 
process and coal prices. Compared with manufacture on a petroleum basis, the 
production costs for fuels from coal are still from 50 to 100 percent higher. 
In the comparison of profitability, the development of oil prices also plays 

a role. There are authors who are of the opinion that with the development of 
oil prices, the profitability threshold for coal liquification is reached at 
least in combination with the simultaneous production of methane gas. But it 
must be assumed that the oil-exporting countries of the Middle East (57 per- 
cent of the world's oil deposits lie in the Middle East, which can be extract- 
ed very cheaply as well) will keep the price of oil below the profitability 
threshold of coal liquifaction out of economic and political considerations. 


2. Methanol as An Alternative Fuel 


The synthesis of methanol occupies a special place in coal liquifaction. 
Methanol is a chemical raw material with a large number of applications. It 
can be converted advantageously into high-octane gasoline using the mobile 
process. Unfortunately, diesel fuel cannot be obtained. The mobile process 
is one that is regarded by many authors as the technology with the best pros- 
pects for obtaining fuel from coal. 


Methanol can also be used directly as a motor fuel. Consequently, it is 
generally regarded as an alternative fuel, at least as a medium-term altern- 
ative or for stretching fuel in times of crisis. In contrast to some modern- 
ized coal liquifaction processes, the synthesis of methanol is being carried 
out today with large-scale technology. Manufacturing costs are about 17 per- 
cent lower than for gasoline obtained from coal with the equivalent energy 
value. 


Some of the physical characteristics of methanol differ radically from those 
of today's fuels. The corresponding parameters for evaluation are compared 
in Table 1. 


--Methanol has a lower calor‘fic value so that about twice as many fillups are 
needed for the same distance. 


--The mixed calorific value is the same as that of today's fuels because of 
the high oxygen content and the associated reduction in the air requirement, 
so that the energy content of the fuel-air mixture and the resulting perform- 
ance for the capacity are not reduced. 


--The heat of evaporation «f methanol is about three times as high, which has 
a strong internal cooling effect on the engine. This is advantageous for the 
actual-to-theoretical volume of air of the engine, but it causes greater 
difficulties during a cold start. 
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--Methanol is highly resistant to knocking. This is desirable for operation 
of a spark ignition engine. Adding: methanol to gasoline can make the addition 
of lead, which remains in the exhaust gas as a health hazard, superfluous. 
Lead-free fuels are also required for treating exhaust gases with a catalytic 
converter. Methanol’s cetane number is CN = 3, so that it is not possible to 
use it in a diesel engine without taking special measures. 


-~-Methanol has a lower vapor pressure than gasoline. The difference becomes 
greater and greater at lower temperatures. In conjunction with the high 
heat of evaporation, this makes cold starting difficult. Boiling temperature 
is 64.7°C. Gasoline, by contrast, has a boiling range. The low-boiling 
constituents improve cold starting and elasticity during load changes and 
acceleration when the engine is still cold. Too large a proportion of low- 
boiling constituents, on the other hand, creates difficulties as a result of 
vapor lock at high temperatures. 


--Methanol is water soluble. It can be mixed with gasoline to a limited 
degree. The mixture ratio is highly dependent on the water content of the 
methanol and on temperature. Aromatic fuels (premium gasoline) permit 
higher mixture proportions. 


Diesel fuel cannot be mixed with methanol. The same holds true for motor oils. 
The mixing behavior sets limits to the use of methanol as a mixed fuel to 
extend fuel supplies. The mixture ratio can be altered by using additives 
(soluble agents). 


--Methanol is aggressive to some of the materials used in earlier fuel plants, 
particularly in the presence of water. Leaded sheet steel (steel for tanks) is 
attacked particularly strongly. Copper and zinc alloys develop colored layers 
of oxydization. Sheet steel rusts, and even some aluminum alloys corrode. 
Polyester (storage tank containers) and some paints are attacked. Many com- 
ponents made of elastomers swell and are unable to function. As a result, 

a zinc aluminum with a special surface treatment (bichromate) is used for 
carburetors and fuel pumps. Anodizing components and sealing or coating sheet 
steel with plastic helps. If methanol is used, a number of material changes 
are necessary in the fuel systems of the vehicles and their refueling stations. 


Among the alcohols, the parameters for combustion in an engine for methanol 
deviate farthest from those of conventional fuels. Of the alcohols, ethanol 
is also used as a fuel besides methanol. In 1980, 300,000 vehicles ran on 
ethanol. But for Europe ethanol cannot be considered as a fuel, because the 
rcquisite biomass is not available as a raw material. Synthesis from coal 
does not exist. However, work is being carried out on the process of synthe- 
sizing the proportion of higher alcohols. 


3. Methanol in Vehicle Tests 


oday, methanol is being tested principally as ™ 15 mixed fuel and as M 100 
methanol fuel. M 15 mixed fuel is a methanol-gasoline mixture (ratio 15:85). 
TBA (tertiary butyl alcohol) is added in the winter in the amount of 1 to 1.5 
percent. M 100 methanol fuel is methanol with an isopentane additive. 
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Table 1. Physical Characterisitics of Different Fuels 


Alcohol Gasoline Diesel Fuel 
Methanol Ethanol Regular Premium 

















Density 


(at 20°C) kg/dm 0.795 0.789 0.74 0.75 0.82-0.86 
Viscosity 
(at 20°C) mm/sec 0.695 1.545 0.65 0.65 2-8 
Self-ignition 
temperature °C 500 420 480 550 330 
Heat of 
evaporation MJ/kg 1.11 0.904 0.29-0.38 0.34-0.42 1.11-1.21* 
Vapor pressure 
(Reid) kPa 37 20 60-90 60-90 1 
Boiling range °C 64.7 78.4 35-200 35-190 200-350 
Calorific 
value (Hu) MJ/kg 19.57 26.8 43.1 43.2 42.5 
Mixed calorific 
value MJ/kg 
air 3.07 2.97 3.04 2.92 3.02 
Theoretical 
air require- 
ment kg air 
kg fuel 6.4 9.0 14.2 14.8 14.1 
Octane number RON 110 100 80-92 94-100 30 
MON 78-82 84-92 20 
Cetane number CN 3 8 20 15 45-55 


* 
Quoted as total heat of evaporation for an engine comparison 


During the summer, about 5.5 percent by weight of isopentane is added, which 
achieves a vapor pressure of about 70 kPa. During the winter about 8.5 per- 
cent by weight of isopentane is used, resulting in a vapor pressure of 90 kPa. 


The following results can be summarized from the literature for the use of 
methanol in motor vehicle engines: 
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— 15 mixed fuel is being tested in modified spark ignition engines in 
current production vehicles. It is possible to switch from mixed fuel to gas- 
oline. Newly designed oodified gasoline engines are being used for M 100 
methanol fuel. Only limited switching between methanol and gasoline is possi- 
ble, because as a result of the modification only one fuel can be used to 
achieve optimal fuel consumption and toxic emissions. 


--Road performance matches the current state of technology. Using M 100 
methanol fuel, there are cold start problems, which can be eliminated by using 
additional starting equipment. 


--Because of the poor calorific value of methanol operation, fuel consumption 
is higher on a volumetric basis, but better from an energy standpoint. Accord- 
ing to a test in the FRG, which received adequate statistical verification, 
when using M 15 mixed fuel an average volumetric increase in consumption of 
about 5.6 percent has to be expected. This corresponds to an improvement on 

an energy basis of 2.5 percent. 


--Operating on methanol, the output of the engine is higher, since the 
increased internal cooling ensures good cylinder filling and the combined 
calorific value of methanol has the same value as that of gasoline (see table). 
With the appropriate modifications to the fuel induction system, about 3 per- 
cent more power can be expected using mixed fuel, and about 10 percent more 
power using methanol fuel. 


--Emissions of Co, CH and NO, are lower when operating on methanol. However, 
higher levels of aldehyde must be expected in the exhaust gases. 


--No clear results are available concerning wear. It can be said that,with an 
engine at operating temperature, methanol and gasoline do not show any signif- 
icant differences in engine wear. Operating on methanol, substantially higher 
wear rates occur with a cold engine. 


--To achieve combustion of methanol in a diesel engine requires special 
engine designs or the use of special blended fuels. 


Diesel engines with remote ignition were tested. These are engines in which 
the fuel is sprayed into the compressed air, in the same way as with a diesel 
engine, but it is not ignited by compression as is the case with a diesel 
engine, but by means of a supplementary ignition systen. 


9581 
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GERMAN DEMOCRATIC REPUBLIC 


BRIEFS 


COOPERATION AGREEMENT WITH ZIMBABWE--Leipzig, 3 Sep (ADN)--The president of 

the GDR Chamber of Foreign Trade, Hans-Joachim Lemitzer, and the president 
of the Confederation of Zimbabwean Industries, Alan Paterson, signed an agree- 
meat in Leipzig on cooperation between the two institutions in the interests 
of promoting and developing trade. Alan Paterson, who is visiting the Leipzig 
Fair as guest of the Chamber of Foreign Trade, stressed the numerous possibil- 
ities for the expansion of trade between the two states and underlined his 
organization's intention to intensify the exchange of information on the pos- 
sibilities that exist on both sides for supplies and services. [Text] 
[LD040059 East Berlin ADN International Service in German 0949 GMT 3 Sep 84] 


CDR, DENMARK COOPERATION--Leipzig, 3 Sep (ADN)--Member of the GDR Council of 
Ministers, Dr. Gerhard Beil, state secretary in the Ministry of Foreign Trade, 
on Monday in Leipzig received the chairman of the Denmark-CDR mixed commission 
and the committee for economic and industrial cooperation in the Danish Minis- 
try of Foreiga Affairs, Arne Christiansen. The interlocutors emphasized the 
significance of the Leipzig fairs, where Denmark has been participating for 

35 years, for the development of trade relations between both states. Arne 
Christiansen affirmed Denmark's interest in long-term and expanded economic 
relations with the GDR. Both sides presented proposals for an increased de- 
velopment of bilateral trade and cooperation on third markets. On the same 
day contracts on cooperation in customer services were concluded between the 
GDR Schiffscommerz foreign trade enterprise, the Deutfract/Seereederei Rostock 
and the German Reichsbahn as well as the Danish Federikshavn Werft A/S. [Text] 
[LD040059 East Berlin ADN International Service in German 1710 CMT 3 Sep 84] 


GDR, ITALIAN COOPERATION TALKS--Leipzig, 3 Sep (ADN)--The director-general for 
economic affairs in the Italian Ministry for Foreign Affairs, Renato Ruggero, 
was received by the member of the GDR Council of Ministers, Dr Gerhard Beil, 
state secretary in the Ministry for Foreign Trade, on occasion on his visit 

to the Leipzig autumn fair. The interlocutors continued their talk which they 
held during the visit by the Italian prime minister, Bettino Craxi, in the GDR. 
They discussed bilateral opportunities for the realisation of the agreed 
measures between the GDR and Italy in 1984 in the first half-year of 1985 and 
preseated corresponding proposals. They noted in agreement that there are 
favorable preconditions for a continued positive development of ti* economic 
relations between both countries. During his stay in Leipzig, Director-General 
Ruggero had further talks with the state secretary in the CDR Ministry for 
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for Machine Tools and Processing Machinery Construction, Peter Krause, as 
well as with the deputy GDR minister for foreign trade, Dr Kurt Fenske. 
[Text] [LDO40059 East Berlin ADN International Service in German 1828 CMT 


3 Sep 84) 


BEIL MEETS MITSUBISHI DELEGATION-—-Leipzig, 3 Sep (ADN)--The chairman of the 
GDR-Japan economic committee, State Secretary Dr Gerhard Beil, on Monday in 
Leipzig received the member of the supervisory council of the Japanese 

heavy engineering combine Mitsubishi Heavy Industries Ltd., Ryosaku Fujitsuka, 
for a talk. The leader of the delegation of experts from the Mitsubishi group 
gave an assessment of the level of cooperation which had been reached between 
his concern and the GDR heavy engineering combines and presented proposals for 
further cooperation in third markets, especially in projects which are being 
realized by the Mitsubishi group in the coming years. Ryosaku Fujitsuka ex- 
pressed his satisfaction with the high performance of the GDR heavy engineer- 
ing industry and emphasized the significance which he considered the Leipzig 
fair to have. [Text] [LD040059 East Berlin ADN International Service in 
German 1855 GMT 3 Sep 84] 


TEXTILE CONSIGNMENT FOR ANC--Dar es Salaam, 20 Sep (ADN)--A textile consign- 
ment from the GDR Solidarity Committee was handed over in Dar es Salaam to 

the office of the African National Congress of South Africa. ANC representa- 
tive M. Msimang expressed thanks for this support for the ANC liberation strug- 
gle against the inhuman apartheid regime. This consignment is a symbol of the 
steadfast, active solidarity of the CDR with the struggle of the peoples for 
national independence and social progress. [Text] [LD210151 East Berlin ADN 
International Service in German 1554 CMT 20 Sep 84] 


CSO: 2300/49 
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ACADEMY OF SCIENCES ECONOMICS INSTITUTE ISSUES REFORM REPORT 
Warsaw EKONOMISTA in Polish No 5-76, 1983 pp 679-703 


[Unsigned article: “Implementation of the Economic Reform in Poland:* 
Difficulties, Dangers, Alternatives” under the rubric “Articles”™] 


[Excerpts] 1. Premises of the Reform in the Light of Historical Experience 


The issue of the economic reform has been topical for years in our country. I 
the social and economic sciences it has been a major subject of interest since 
the w@id-1950s. In this matter the economic sciences have a social significance 
and merit. 


The issue of the reform rose anew during every sociopolitical conflict, in 
1956, 1970 and 1980. In each of these cases flaws in the functioning of the 
economy were acknowledged in political proclamatiomto be a basic cause of the 
economic failures resulting in the conflicts, and a reform program was 
proclaimed. liowever, both after 1956 and after 1970 the initiation of systemic 
changes had been followed by their gradual abandonment. This undermined the 
credibility of policies which, while proclaiming the need for changes, were 
unwilling or incapable of consistently implementing the announced measures. At 
the same time, the fcatures of the operating system continued to engender 
negative consequences leading to the next sociopolitical conflict. 


The next stimulus for resurrecting the issue of the economic reform was 
provided by the economic collapse in the late 1970s and early 1980s and the 
political conflict in August 1980. We are speaking of a “stimulus” in the 
political meaning of the term, because the situation that then arose afforded 
a chance for restructuring the methods and means of action in shaping 
development processes. The political and awareness premises for this 
restructuring, t.e., for the reform, had existed even earlier and were 





*This article is a shortened version of the first part of the Scientific 
Expertise drafted by the Institute of Economic Sciences, Polish Academy of 
Sciences. The complete text of the Expertise will be published in issue No 3 
of STUDIA EKONOMICZNE INSTYTUTU. 
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strengthened in the late 1970s owing to the observed decline in effectiveness 
of ganagesent, growth of social tensions and the threat of an economic 
collapse. These premises were especially enunciated during the discussions on 
the eve of the 8th PZPK Congress. The claim that /the need for the economic 
reform arose as a result of the dialectics of the development process, on the 
basis of actual social experience, and was formulated by the Party and the 
state authorities/ [emphasized] corresponds to historical truth. 


Two basic trends characterizing the whole of development processes and 
underlying the economic crisis in the late 1970s and early 1980s have been 
observed for years. 


The first trend is the low and declining effectiveness of ganagement. No one 
can question this trend, for its existence is corroborated by empirical data. 


The trend toward a decline in labor productivity had existed in Poland 
throughout the 1960s. It was halted in the first half of the 1970s, but this 
halt was only temporary and was followed by a decline in the late 1970s and 
early 1980s that was without precedent in the experience of the socialist 
countries and at the same time was a result of an initially favorable world- 
market situation as well as of the rise of a huge indebtedness whose adverse 
consequences will still continue to burden the economy for many years. The 
trend toward a decline in effectiveness of management is also reflected in the 
excessive growth of the capital-, energy~ and materials-intensiveness of 
production. 


It is observed that the applied systemic~-institutional solutions which had 
worked during the initial periods of emergence from economic backwardness lost 
their efficacy as time went on. In this respect there arose difficulties and 
obstacles due to rigidity that greatly complicated the adaptation of systemic- 
institutional solutions to the needs of progress. They have braked progress 
in the past, and surmounting them at present is a task of historic 
significance to the success of socioeconomic development. 


Analysis of economic progress over prolonged historical periods is a 
complicated task. After 1973, unfavorable development trends arose throughout 
the world economy. A concatenation of structural and systemic factors resulted 
in deep crisis phenomena on the worldwide scale. However, acknowledging the 
influence of worldwide conditions on Poland's economy does not undermine the 
thesis that systemic~institutional features, which influence socioeconomic 
attitudes, behavior, and policies, were the principal causes of the decline in 
the effectiveness of the Polish economy and its deep crisis. The weakness ot 
the economy and politics was reflected precisely in that the unfavorable 
external conditions affected Poland most severely. A decline in economic 
growth is also observed in other socialist countries, but nowhere has it been 
as pronounced as in the case of Poland. The Polish development process may 
have certain common features, but it also displays unique features. The 
negative aspects of systemic~institutional solutions arose in Poland in their 
most drastic form and produced the most adverse consequences. 
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The other basic trend has been the divergences between real economic growth 
and human aspirations as well as the aspirations of the authorities 
accomplishing the “development awission.” These divergences engendered the 
subsequent sociopolitical conflicts, but their manifestations in the 1970s 
acquired specific features. Despite the presence of a relatively high growth 
rate of the economy (in the first half of the 1970s) the authorities’ 
political need to “achieve success,” the pressure by organized (mwinisterial) 
interest groups on investments and imports, and the consumerist aspirations of 
the population engendered desands which the economy was incapable of coping 
with. These operating forces and factors produced tendencies toward the rise 
of a great economic disequilibrium and a general disharmony between ains and 
actions, which was bound to result in the collapse of development processes. 
That collapse was postponed by borrowing abroad. As a result, its arrival was 
tardy and hence its adverse consequences were greater. 


The existence of the aforementioned divergencies as well as of the general 
imbalance of socioeconomic processes was a particular result of the slow 
progress in the effectiveness of management as well as of measures of the 
authorities, which were desirous of winning public support through “economic 
success” and “beneficence.” They also ensued from the activities of the 
ministerial-institutional pressure groups which the central authorities proved 
incapable of opposing, as well as from consumerist aspirations which, instead 
of providing motivation for good work, turned into demands addressed to the 
state. These factors underlay the growing economic disequilibrium and the rise 
of a huge foreign debt, and as a consequence they engendered the crisis, while 
their further operation aggravated the crisis. 


In analyses of the policies of the 1970s the following mistaken courses are 
mentioned, in particular: excessive investment; toleration of rising wages and 
social services that could not be offset by a rise in labor productivity; 
excessive import-intensiveness of new technologies; excessive indebtedness of 
the country, exceeding all permissible limits; and failure to develop export 
specializations. Analysis of various political proclamations, especially 
those of the second half of the 1970s, indicates, however, that awareness of 
these dangers did exist and attempts to counteract them had been sade. 
However, the existing system promoted the rise of forces and tendencies which 
the political decisionmaking centers could not withstand. Thus, politics could 
not implement its own recommendations, and at the same time it failed to 
understand, or did mot want to understand, or perhaps did not know how to 
change, the alignment of forces and relations nudging it onto the wrong track. 
Such is the principal diagnosis of the causes of the crisis of the 1980s. 


Experience shows that the entire systema of geans, methods and institutions 
that had arisen in Poland in the early 1950s did not adapt itself to the 
changing socioeconomic needs in the development process. It evolved its own 
sociological-political mechanisw of existence. It was not subjected to a 
rational analysis that could have triggered a correcting mechanism for 
eliminating what is not analyzed but produces adverse effects. This domain had 
remained outside the process of “learning” from experience, as it were. The 
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/instrumental nature of systeuic-institutional solutions/ (emphasized) was 
forgotten, that is, it was forgotten that they should be evaluated as « 
function of the extent to which they promote the goals of the socialist 
society and prove their worth in social practice. As a consequence, aa jor 
flaws and defects arose and intensified in the overall systes. 


The sources of certain negative aspects of actual socicecomomic processes say 
be traceable to gore remote historical conditions. This approach has recently 
been gaining special popularity in sociopolitical thought, but it is still 
rather being underestisated in economic thought. But while we do not deny the 
value of arguments based on history, we do not think that they can change 
substantially the diagnostic assessment presented above. Such arguments appear 
to be sore applicable to the interpretation of sociopolitical behavior than to 
that of economic behavior. These matters are, of course, interrelated. 
However, we consider the systemic-institutional features evolwed over the 
decades as affecting recent socioeconomic processes to a such greater extent 
than did the “traits of Poles” inherited from the distant past. 


In the context of the above observations of the negative aspects of the 
functioning of the entire socioeconosic systes, we face the important question 
of sources of the theoretical inspiration of new solutions,that is, the 
econosic reform. It is worth noting that in the early formative period of the 
econosic system of socialise the conc.pt of planning and of the entire sethod 
of operation of the economy had been conceived in opposition, so to speak, to 
the capitalist market economy. New concepts of systemic solutions tended to de 
evolved from the principle of “antithesis” of capitalist solutions. As the 
developwent of the socialist countries continued, the related situation 
changed and was bound to change. At present the principal point of reference 
for elaborating the operating method of the socialist economy is the actual 
social experience of the socialist countries, which by now is sufficiently 
long, rich and many-sided, rather than the “antithesis” of capitalist 
experience. 


In the initial period of the discussion of economic reforms (in Poland in the 
mid-1950s), economic thought, and even gore so the response of the political 
spheres to that thought, had been dominated by the paradiga of interpreting 
the systemic solutions of socialism as antitheses of capitalist solutions. 
Hence also the concept, for example, of utilizing the garket sechanisa under 
socialism had been countered by accusations of “revisionism.” This had harmed 
the development of theory and at the same time iapeded the process of 
reforming the economy. Currently obstacles this kind appear to be receding. 
The historical experience gained from the actual operation of an econoay based 
on public ownership of means of production provides the premises for 
identifyng the systemic-institutional solutions that promote socialist 
development and prove their worth in practice. It is significant that even in 
China, where the line of “revisionisa” had wmtil recently been sharply 
criticized, the need to link central planning to the operation of the [open|) 
market is now acknowledged. 


In the light of historical experience, there exist sufficient premises for 
recognizing that /systemic-institutional solutions for the operation of the 
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socialist economy aust be based on assessing their effectiveness in promoting 
the accomplishswent of the social goals of socialiss, as well as on their 
actual efficiency/ [emphasized]. Regardless of the various aspects of 
arguments of theory or ideology, practical worth is the again question. Without 
that criterion, theoretical thought forfeits proper orientation.... 


4. Identifying the Principal Dilemmas in the Application of the Refore 


During 1961 and 1962 a wajor step forward was aade in elaborating the prenises 
of the economic refors and applying it in practice, despite unusually 
unfavorable political and economic conditions. This reflected the recognition 
of the historic need to carry out the reform. At the same tise, for the first 
time in the last W years, there arose « resolute political will to implement 
systemic~institutional refores, as reflected in the Resolution of the 9th PZPR 


Congress. 


However, despite the definite measures taken to reform the econogy, as 
demonstrated by far-reaching legislation and the actual changes introduced in 
the operation of economic organizations, we do not believe that the refore 
process can by snow be considered an irreversible one. The refore is seeting 
with paralyzing responses. This could be an unusual historical paradox: the 
development of 4 situation in which the implementation of a historical 
necessity gay be effectively paralyzed despite the existence of 4 strong 
political will. This would cause even sore draratic and longer-lasting 
consequences than the present crisis which has so painfully and deeply 
affected the nation. 


The experience so far in conducting the refora points to certain principal 
fields in which situations or factors decisive to its success are present. We 
will term thee the dileumas of the reforms. They can be defined as issues that 
are extremely difficult to resolve and which require explicit criteria for 
selection and consistent measures. They are: 


a) /the dilemma of the society's support for the refora/ [emphasized], whose 
resolution hinges prigarily on sociopolitical factors; 


b) /the dilemma of the gotive powers of the refora/ [emphasized], whose 
resolution hinges on a skillful meshing of the state's economic policies with 
systesic geasures, as well as on progress in the basic domains of 
institutional and economic changes; 


c) /the dilemma of the economic equilibriua/ [emphasized), which is of 

fundamental importance to an efficient performance of the economic sechanisas 
being applied; attaining this equilibrium is in the present circumstances the 
econosically wost difficult problem that requires a definitive state policy; 


d) /the dilemma of restructuring the functions of the sachinery of state/ 
[emphasized]. 


We deem valid the assessment that the lack of sufficient progress in resolving 
the above dilemmas say unchain forces paralyzing the application of the refore 
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and its positive consequences. From this assessment ensues the necessity of 
achieving decisive progress in resolving these dilemmas in the year 1983. It 
would be difficult to presuppese their complete resolution. But decisive 
progress is feasible and indispensable here, i.e., such progress as would 
/turn the scales of the reform to an irreversible position/ [emphasized]. 


5. Social Support for the Reform 


The support of the society for undertaking the economic reform is of 
tremendous importance. In the absence of this suppert, the political will for 
implementing the reform, which is an indispensabie »r«iequisite for its 
continuation, could be weakened, which in itself already would directly menace 
the entire undertaking. 


At present factors ‘xist th»< weaken social support for the reform. The basic 


problem is the histc “ice. '* ‘ t«cited political situation, characterized by 
the presence of consi\;:12 l« *ocial frustrations and insufficient trust of the 
society in the measurc< . ti authorities. The reform must be accomplished by 


the decisions of the stais *-chorities, and any notion that it could be 
accomplished contrary to the authorities ct <n bypassing them is a pernicious 
illusion. Insufficient trust in the authorities is reflected in the lack of 
support for their measures-~-hence the absence of conviction in and enthusiasa 
for the reform. In addition, there are specific factors whose significance is 
huge in the present circumstances. Three of these factors deserve special 
attention. 


l. The reform is being conducted under eminently unfavorable circumstances 
that are much worse than could have been and had been assumed when formulating 
its assumptions. This produces two consequences. First, it necessitates 
employing methods that restrict the operation of the reform's mechanisms and 
the release of human potential. Some interpret these temporary methods as 
symptoms of abandonment of the reform, which undermines the belief in its 
permanence and irreversibility. The other consequence is the concurrence in 
time of the conduct of the reform and the deterioration of the country's 
economic situation, which in the eyes of the society may represent a cause~ 
and-effect relationship, that is, the reform may be perceived as a cause of 
the decline in output and living standards.** Gaining social support for the 
reform requires resolutely combatting views of this kind. 


2. The reform is being conducted in the presence of declining production and 
consumption. This intensifies the struggle for distribution, which has already 
been intense enough in the preceding period. There are various domains and 
aspects of this struggle, but on the whole it complicates attaining the 





**The accusation that the reform's mechanisms “cause the growth of inflation 
and a decline in the living standards of broad masses of the society” was 
formulated in a document by the Supreme Technical Organization (NOT) (The 
NOT's Scientific-Technical Committee for Economics and the Economic Kefor®m), 
Warsaw, January 1983. 
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economic equilibrium and results in the exploitation of certain solutions of 
the economic reform (e.g., as regards price formation) for the benefit of 
parochial interests. This meets with negative responses from the society. 
Negative social consequences ensue from distortions in the division of incomes 
between those employed in the socialized economy and certain groups of private 
farmers and private enterpreneurs operating in various subsectors of small 
industries, com@erce and services. These disproportions also are linked to the 
applicacion of the economic reform. The struggle for distribution, 
particulariy on the part of the economically worst-situated social groups, may 
thus turn against (ne reform. For the reform is not as yet releasing the 
potential of the grassroots factors of progress and it also is not as yet 
causing a growth in incomes owing to greater efficiency, and at the same time 
it is generating such “side effects” as distortions in the distribution of 
incomes and the exploitation of certain reform mechanisms in behalf of 
parochial interests. 


Winning broad public support for the economic reform requires a resolute 
pursuit of an incomes policy that protects the interests of broad strata of 
the society, particularly of the working class, as well as the provision of 
every condition for releasing the potential of the grassroots factors of 
progress and the acceptance of a growth in emoluments based on actual advances 
in economic performance. 


3. The economic reform has become a subject of political struggle. The logic 
of this struggle is simple: those who adhere to a political position inimical 
to the authorities ought not to support them in any undertaking whatsoever, 
and hence also in undertaking the reform. Viewing the matter in the light of 
the great historical necessity of restoring the nation's social and economic 
health, it would be desirable to posit the thesis that this issue should be 
removed from the arena of political struggle. A matter of such supreme 
importance to the historical survival of the nation should not be paralyzed by 
political struggle. This, however, would be a utopian postulate, because 
political struggle has a logic of its own. In view of this, adherents of the 
reform should clearly perceive the political nature of certain arguments 
advanced against the reform and not let themselves be seduced by political 
slogans such as “this is not /the/ [emphasized] reform.” If this view is to 
become effective, /a clear political concept regarding the consistent 
application and irreversibility of the reform/ [emphasized] is required. This 
course must be firmly adhered to. 


The question of winning social support for the cause of the economic reform 
still continues to be an open question.*** In our view, there exists a great 





***Poll findings point to the existence of a relatively broad support for the 
reform among the managerial personnel of enterprises and a relatively much 
smaller support among the workforces in general. On the other hand, the degree 
of support for the reform among the cadres of the central apparat remains 
relatively unexplored. 








chance for achieving in 1983 a marked turnabout in public opinion on the 
reform. This would be of great importance to perpetuating it and achieving, 
on this basis, favorable sociopolitical and political effects. 


A basic factor in winning social support for the reform is the involvement of 
broad circles of potentially active individuals in this cause. If this 
happens, a social force moving the reform ahead and protecting its 
accomplishments would arise. This can be achieved by promoting [worker] self- 
government. 


The role of self-governments is inseparably linked to the fate of the refora. 
This is because, as the post-1956 experience has shown, self-government cannot 
operate in the absence of enterprise autonomy and enterprise self-financing. 
Thus, if worker self-government begins to develop authentically and becomes 
acknowledged as an achievement of the working people, this would by the same 
token generate a great social force protecting the reform and desiring to 
continue it consistently. 


This thesis requires, however, certain argumentation. Although it is true that 
few are openly undermining self-government, many do not believe in its 
effectiveness and remain mistrustful toward this systemic solution. Of a 
certainty, the rooted elitist and bureaucratic traditions are opposed to the 
democratization of governing and management by means of self-government. 


It must be admitted that, when viewed in the perspective of history and 
international experience, the functioning of the [worker] self-government 
system remains an open question. That is a line of systemic solutions which 
cannot yet be clearly assessed in the light of actual [domestic] experience. 
Such experience is scanty and what is there of it is ambiguous. The decisive 
question is whether (and what) principles of self-government can be reconciled 
with the requirements for attaining a high effectiveness and efficiency of 
management. However, the conclusion ensuing therefrom is not that self- 
government should be rejected on the grounds that historically it has not 
sufficiently proved itself; were this reasoning to be adopted, the socialist 
system would never have arisen. The conclusion rather is that the principles 
of self-government should be linked to the effectiveness and efficiency of 
[plant] management. /Self-government can prove its worth only when it produces 
economic effects / [emphasized], Thus the point is not to follow blindly the 
demagogic slogans of “management by all” but to find solutions linking self- 
government to effective management. 


Such reasoning raises, however, the question of whether the path of self- 
government solutions, which are, despite all the arguments in their favor, an 
experiment, must necessarily be followed. After all, particularly during the 
present great crisis, experimenting could be risky. Were this merely a 
question of an “experiment,” such arguments should not be rejected. However, 
much more important issues are at stake here. This concerns the question of 
which social forces could rescue the country from the crisis and promote its 
further, rapid and successful development. We believe that this is the most 
fundamental issue. In this connection, we wish to posit the thesis that basing 
the reform solely on improved operating rules for the machinery of management 
is, while indispensable, not sufficient. 
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The historically evolved attitudes and position of the apparat of management 
do mot warrant the expectation that reforms consisting in changes in the 
operating principles of this apparat could be sufficiently effective. An 
indispensable prerequsite is [social] support, which mobilizes grassroots 
pressures and forces of progress. 


To sum up the foregoing reflections, we wish to ewphasize that the systemic 
concept stressing [worker] self-government is justified by arguments of a 
fundamental kind and at the same time represents the principal method for 
gaining social support for the cause of the reforn. 


6. Mobilizing the Grassroots Factors of Progress 


Of basic importance are those solutions of the economic reform which are 
oriented toward releasing grassroots forces of progress and linked to the 
performance of enterprises. This orientation of the reform is of a longtera 
significance and, in addition, as pointed out above, it may become the 
principal instrument of the country's emergence from its economic crisis. We 
believe that it can be stated that the principal concepts of the economic 
reform adopted in Poland do have this orientation. 


Irrespective of the above appraisal, which concerns the most general solutions 
of the reform, there arises the question of whether the above assumptions are 
passing the test of practice, whether the reform's operation is already 
observed in reality on the key sector of releasing the grassroots forces of 
progress. Answering this question is very complicated. The answer cannot be 
based on statistical data, even if these were to point to explicit trends. 
Just as the deterioration of the country's economic situation in the first 
half of 1982 should not be ascribed to the reform, so the trend toward an 
improvement that occurred in the second half of 1982 should not be credited to 
the reform alone, although it may have been a factor. On considering various 
presented analyses and assessments, we are inclined to accept the folowing 
hypothetica! diagnostic thesis regarding the actual processes of reforming the 
economy. 


The process of reforming the economy still has not engendered on a sufficient 
scale trends corroborating that the reform has produced tangible effects on 
the fundamental issue of releasing grassroots factors of progress and thereby 
evolving a new positive trend of economic progress. 


This thesis concerns facts, not their causes.**** They should not be 
interpreted as warranting, e.g-, claims such as that “the reform has not 





****The reports of the Government Plenipotentiary for the Economic Reforn, 
polls, press notices, etc., contain numerous facts pointing to a growth of the 
movement for economic and organizational initiatives stemming from the refora. 
But considering the performance of the economy in 19862, it has to be stated 
that this movement has not yet developed into a mass tendency fostering an 
explicit trend toward rising progress and effectiveness. 
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proved itself.” Claims of this kind reflect ignorance or illwill, because they 
cannot be substructed by analyses of cause-and-effect relationships. The 
following deserve considering amoiig the causes of the failure of explicit 
effects of the reform to manifest themselves: the as yet extremely short period of 
the operation of new solutions; mistakes and shortcomings in the design or 
application of new solutions; the extensive restrictions on the operation of 
economic mechanisms and socioeconomic factors due to the crisis situation, the 
imposition of martial law, bureaucratic habits and the weakness of the 
managerial cadres; the distortions in the operation of the new mechanisms, due 
to the absence of an economic equilbrium, unskillfull actions of the central 
authorities, etc. We do not believe that the role of discrete causes can be 
assessed, and hence we do not undertake this assessment; besides, the causes 
mentioned above have been operating jointly, mutually reinforcing each other. 
An assessment of these causes will have to be deferred for the time being 
while at the same time observing the course of the ongoing economic reform. 


The fact that the initial period of application of the reform has not been 
accompanied by changes in grassroots attitudes does not, in our opinion, 
sufficiently warrant a critical appraisal of the process of reforming the 
economy. But it can warrant such an appraisal if these changes fail to occur 
in 1983 to an extent altering the trends of economic progress. This will be 
the principal criterion of effectiveness of the program and the methods used 
to apply it. 


A crucial issue is the proper understanding of the process of reforming the 
economy. The reform consists of systemic-institutional decisions (promulgated 
through legislation), but that is not its sole essence. The new regulations 
cannot be effective in themselves unless they cause changes in human behavior 
and attitudes. This poses the question of /mobilizing the socioeconomic forces 
of the reform/ [emphasized], that is, releasing, promoting and intensifying 
the grassroots forces of progress. Unless this happens, the reform may 
degenerate and not lead to progress, and instead it may be “exploited” for 
personal advantage and in the defense of parochial interests rather than 
turned into a factor spurring the economy. 


It is worth noting, however, that ali measures pursuing the above goals are 
interrelated in their operation. Unless their interrelated operation crosses 
a certain threshold, the reform may degenerate. If, however, they are 
sufficiently strong, they may produce a /cumulative effect/ [emphasized]: that 
should be the objective. There is reason to believe, in our opinion, that this 
kind of cumulative effect can be achieved in 1983. 


The above issue has been discussed in this country, though usually in the 
narrow context of economic incentives. The reform's original solutions in the 
fiscal domain have been criticized for being insufficiently motivating. The 
criticism has resulted in the introduction of certain revisions. Economic 
incentives should not be ignored, but they alone do not account for the whole 
of the factors affecting human behavior and attitudes. 


Observation of the process of reforming the economy serves to identify the 
principal factors in promoting the socioeconomic forces of the reform. In our 
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opinion, these factors are: 


l. /Promotion of genuine decisionmaking autonomy at enterprises/ [emphasized]: 
this offers room for personal initiative, releases the social motivations of 
responsibility and makes possible the operation of economic incentives. Here 
the fundamental factors are planning practice, measures taken by the superior 
organizations and the market organization. 


2. /Promotion of authentic self-government/ [emphasized], which provides the 
motivation for participation and co-responsibiity. Here the principal factors 
are the sociopolitical conditions and the acquisition by the participants of 
skills at collaborating and co~decisionmaking. 


3. /Shaping of material incentives for the management and workforces/ 
[emphasized]. Here the principal factors are the operating principles of the 
wage and tax fund that would serve to link motivation to the actually achieved 
effectiveness of management. 


4. /Promotion of motivation for development/ [emphasized]. Of importance here 
are the principles and actual possibilities for the self-financing of 
development, the market organization, access to foreign markets, and the 
possibilities of discrete firms for gaining a solid reputation. 


5. /Promotion of motivation for economic competition/ [emphasized] of the 
[open-] market type, as well as of a favorable climate for economic 
competition in domains where market competition cannot operate. 


6. /Application of economic duress by the state/ [emphasized] sv that poorly 
performing enterprises would not survive at the expense of others. Of 
importance here are the elimination of subsidies and other financial relief as 
well as the imposition of taxes. 


7. /Provision of general conditions for the proper operation of economic 
motivation./ [emphasized] Of basic importance here are a lasting improvement 
in market quality and growth of confidence in the zloty. 


&. /Organization of the labor market/ [emphasized] in such a manner as to 
relieve the enterprises of excessive pressure for social [over-] employment 
and induce a redeployment of the labor force in favor of the most effective 
domains. 


9. /A personnel policy/ {emphasized} that chiefly stresses the selection of 
executives from among individuals displaying distinct traits of resourceful- 
ness, foresight and social responsibility. 


The pivotal issue is that progress should occur on all the sectors 

mentioned above, resulting in an overall turning point in human behavior and 
attitudes. The operation of the whole of the factors mobilizing the grassroots 
forces has not as yet resulted in such a turning point, but it may not be too 
far off now. We consider achieving that turning point to be the crucial 
problem to the policy of implementing the economic reform in 1983. 
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7. The Dilemma of the Economic Disequilibrium 


A major economic trend accompanying the Polish crisis is the extensive 
economic imbalance, which manifests itself especially on the [consumer goods] 
market. Irrespective of the causes of this trend, it has to be assessed as a 
function of its socioeconomic consequences. 


The extensive economic imbalance that arose in recent years is a major cause 
of the disorganization of economic life, social demoralization and the faulty 
functioning of economic and motivational mechanisas. 


In the course of Poland's development, the economy often became imbalanced. 
However, the present imbalance or disequilibrium has reached an unprecedented 
scale and its consequences are more devastating than ever before. It could be 
said that this disequilibrium has become a kind of economic disease that 
unusually complicates surmounting the economic crisis. 


The causes of this great disequilibrium are many. Three principal groups of 
causes may be isolated: 


a) Features of the production system, characterized by disproportions 
inherited from the past and rigidity of approach to the perturbations 
occurring in recent years (the radical curbing of imports and decline 
in productivity); 


b) Features of the sociopolitical system, determining the state's ability to 
pursue proper price, incowes and budgetary policies; 


c) Features of the operation of economic organizations unfavorable to 
effectiveness and thereby constantly undermining the equilibriua. 


It may be a utopian postulate to expect the economy to absorb the profound 
shocks that had occurred in the years 1980-1982 without the rise of many 
structural disequilibria and the general disequilibrium. Given knowledge of 
the conditions occasioning such a great disequilibrium, there arises the 
question of its longterm outlook and the feedback between the disequilibrium 
and the process of reforming the economy. 


In the above context, some historical experience on the world scale is worth 
noting. The economic history of the world includes instances of disturbances 
in development processes on the same and greater scale as that occurring in 
our country. Inflation is a classical example of the manner in which the 
world's economies absorb major collapses and external shocks. But the manner 
in which the Polish economy absorbs disturbances and decline in production is 
different: two parallel trends occur--inflation and a great economic 
disequilibriua. 


Were it not for the disequilibrium, the inflation of real prices in Poland 
would have been greater. Thus, the disequilibrium is so to speak the “cost” of 
lower inflation. It should be pointed out, however, that in such a situation 
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the smaller or greater decline in real consumer incomes does not correspond to 
the smaller or greater inflation. Consumption and real incomes are determined 
by real processes, that is, by the magnitude of goods and services supplied. 
Thus, compared with higher inflation, lower inflation does not mean a smaller 
decrease in real income; it rather means merely the existence of incomes which 
are not offset by the actually available mass of goods and services. This 
matter is almost universally misunderstood in our country, and is equally 
badly portrayed by statistics, and thus this is bound to affect policies. 
There exists a widespread view that the administrative curbing of the price 
rises is a means of protecting consumption and real incomes. Aside from some 
particular cases, this view is erroneous. In the presence of the 
disequilibrium, the curbing of price rises merely means that a larger part of 
incomes is not offset by the available goods and services, and it does not 
contribute anything to increase in consumption and overall real incomes (but 
it may affect the redistribution of incomes). 


The experience of the Polish economy in the recent period appears to provide 
adequate premises for assessing the methods used to absorb major disturbances 
in the economy. 


The absorption of the decline in national income, due to deep political and 
economic perturbations, by the combined operation of price inflation and a 
great economic disequilibrium turns out to produce unusually negative 
socioeconomic consequences. In the light of world experience, a higher 
inflation of real prices combined with maintenance of the economic equilibrium 
might prove to be a better approach. 


This thesis may meet with great resistance, but this cannot stop us from 
putting it forward. As we see it, this thesis applies more to formulating 
future policies than to assessing the past. Moreover, it does not mean that 
inflation should be favored but is linked to the postulation of proper methods 
for combatting inflation. 


This definitely negative assessment of curbing inflation by tolerating the 
rise of a great disequilibrium is linked to the observed consequences of this 
disequilibrium: the general disorganization of economic processes, the 
demoralization of the society and the degeneration of the incentive system. We 
are inclined to believe that /it is precisely the presence of the great 
economic disequilibrium that is a major cause of the great difficulties being 
experienced in surmounting the crisis/. [emphasized] 


A particularly important matter is the interrelationship of the disequilibrium 
with the process of reforming the economy. Our view is that,in the plane of 
economic conditioning, the disequilibrium is the principal obstacle to 
implementing the reform and achieving positive economic consequences. This is 
so because it hinders the proper operation of the economic mechanisms and the 
incentive system. This issue is of fundamental importance to the fate of the 
refora. 


If the state of the great economic disequilibrium will accompany the 
application of the economic reform for a prolonged period (e.g., for 2 or 3 
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years), this would gravely imperil the reform'’s success. The effects would 
include the degeneration of economic mechanisas and incentives, with attendant 
negative consequences in the sphere of production and market supplies. This 
could turn sociopolitical opinion against the idea of the reform. The opinions 
that “the refora isn’t proving itself” would arise, whereas the correct 
reasoning would be that no system existing in a great disequilibrium, and 
especially no system based on sechanisas of autoregulation, can operate 


properly. 


The above diagnosis is already being confirmed by numerous trends arising in 
the economy. Its sost explicit, but unfortunately not the sole, manifestation 
is the trends occurring in agriculture. 


Agriculture is a field in which principles of autonomy and self-financing as 
well as mechanisas of autoregulation operate relatively most consistently. At 
the same time, it is precisely in agriculture that major perturbations have 
recently been manifesting themselves and the threat of an unfavorable 
development of Polish agriculture as a whole is arising. Although the causes 
of this threat are numerous, we believe that a wajor cause is the negative 
effect of precisely the great economic disequilibrium on the attitudes and 
behavior of agricultural producers. Analyses of economic processes in 
agriculture refer to the “disruption of the bonds of trade between town and 
country.” This is siaply another way of expressing the opinion that the effect 
of the great economic disequilibrium on agriculture is definitely negative. 
The effect of this disequilibrium on agriculture is such as to result in a 
general decline in incentives for expanding the production and sales of fara 
produce (which is actually and tangibly happening) as well as in the 
application of economic mechanisms that cause a faulty allocation of means of 
production. In our opinion, this matter is not sufficiently appreciated by 
agricultural policy-makers. The forces and arguments employed are oriented 
chiefly toward an incomes-promoting policy and pay insufficient attention to 
creating general-economic conditions for the proper development of 
agriculture. 


The diagnoses and assessments presented above pose a fundamental issue: the 
principal causes of the disequilibrium and inflation and the methods of 
counteracting them. On considering this issue with regard to the future, the 
following assessment may be formulated. 


Surmounting the great economic disequilibrium and curbing inflation depend 
primarily on the features of the sociopolitical system that determine the 
state's readiness and ability to pursue proper price, monetary, incomes and 
budgetary policies. This diagnosis is not specific for Poland. It is 
increasingly acknowledged by economic thought on the world scale as the 
principal diagnosis of the occurrence and intensification of inflationary 
trends. 


The scale of the disequilibrium on the consumer goods market in Poland has 
been growing for several years now, as reflected in the scope of the so-called 
inflationary overhang. The 1983 plan and budget envisaged further imbalances 
in the budget and on the market, which will augment the inflationary overhang. 
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There arises the possibility that the economic reform will be applied in the 
presence of the great disequilibrium. The 1983 budget debate in the Parliament 
revealed, however, sarked sensitivity to the probleas of the disequilibriua 
and inflation, as reflected in the Parliament's postulate for drafting a 
programs for anti-inflationary seasures, which was accepted by the Government. 
These intentions of the state's policies as well as the great menace which the 
existence of the disequilibrium represents to accomplishing the economic 
refors, prompt us to essay formulating certain observations. 


The lack of the state's readiness and ability to pursue a policy of combatting 
the disequilibrium and inflation may be considered as stemming from many 
causes. Hypothetically, three kinds of such causes aay be distinguished: a) 
the failure to perceive the great danger of the disequilibrium and inflation 
as well as the failure to understand their conditioning factors and 
mechanisms; b) the existence, within the system of the central decisionmaking 
organs, of relations resulting in the preponderance of parochial interests 
over public interest; c) the weakness of the authorities when it comes to 
carrying out unpopular measures required by public interest. 


We are inclined to conclude that, in Polish conditions, each of the above 
interpretational hypotheses is somewhat justified, although their thorough 
consideration requires making political judgments, which we do not wish to 
undertake here. It can be stated, however, that strengthening the ability of 
the state to undertake measures against the disequilibrium and inflation 
requires taking decisive steps in every direction. But this, as shown 

by our own experience, as well as by worldwide experience, is an immeasurably 
difficult task. 


The existence of principal premises for the state's readiness and ability to 
pursue the policy of promoting the equilibrium and halting inflation is a most 
fundamental issue. In the absence of such premises, any program may prove 
insufficiently effective. Once they exist, the drafting of appropriate 
programs becomes rather a technical problen. 


The analysis presented above justifies yet another conclusion: 


Priority should be given in the anti~inflationary program to the issue of 
eliminating the great economic disequilibrium. Were anti~inflationary seasures 
to consist in the administrative curbing of price rises accompanied by the 
growth of the inflationary overhang, this would magnify the disorganization of 
economic processes and create the greatest peril to the success of the 
economic reform as well as to surmounting the economic crisis. 


However, this thesis should not be interpreted as meaning that price rises are 
the principal instrument of the policy of achieving the equilibrium. Anti- 
inflationary policies should be gany~sided and include eligination of the 
budget deficit, streamlining the effectiveness of management, increasing the 
output of consumer goods, undertaking fiscal measures to promote personal 
savings, adjusting tax policies, etc. 








6. Restructuring the Functions of the Central Apparat of the State 


A principal systemic~institutional issue is the nature of the relations among 
the state, the enterprises and the society. In economic literature and 
political assessments, analyses of the failures of earlier attempts to refora 
the economy repeatedly indicate that a principal cause has been exempting the 
central apperat of the state from the reforms. Inferring the proper 
conclusions from this historical experience, the currently iaplemented refora 
presumes a sajor restructuring of the functions and operating procedures of 
the state. Certain steps have been taken in this direction. However, when the 
whole of the process of reforming the economy and its course so far are 
considered, it is difficult mot to conclude that significant barriers and 
obstacles burden this process precisely as regards the functioning of the 
central apparat of the state. This has certainly its reasons, which warrant a 
thorough consideration. 


The question of the functions and methods of operation of the state in the 
integral operating system of the socialist economy has been extensively 
considered in literature on its theory. Hence, it would not be pertinent to 
formulate certain theoretical reflections ensuing from the consideration of 
the actual operating experience of the socialist economy. 


The socialist planning system is based on the decisive stress placed on the 
macroeconomic rationale, whose bearer is the state, while at the same time 
underestimating or even disregarding the microeconomic rationale, particularly 
that of enterprises. Practical experience has shown that the economy as a 
whole cannot operate rationally if the principle of rational management is not 
emphatically applied to the operation of its basic components, that is, 
socialist enterprises. Hence also, theoretical constructs of the functioning 
of the socialist economy should be based on the thesis of meshing 
macroeconogic with sicroeconomic rationales. This has its consequences on the 
evolution of the system of relations between the state and enterprises. 


The socialist planning system was based on the theoretical thesis that 
economic processes are directly guided by general social bodies, that is, by 
the state. As a consequence, the apparatus of state exercised direct planning 
and management, which it accomplished by means of authoritarian sethods of 
ruling, that is, by availing itself of the authoritarian function of the 
state. Social practice has not confirmed the validity of this approach: it has 
shown that the employwent of authoritarian methods is not universally 
effective, and that it produces various adverse socio~-moral consequences. It 
has also shown that when the state leadership becomes involved in direct 
supervision of even ginute details, it loses its ability for strategic 
guidance (Poland's experience is the most egregious example of this). Based on 
analyses of this experience, theoretical thought has changed in favor of 
admitting the necessity of utilizing the mechanisas of autoregulation and 
restricting the state's function to strategic guidance. It was recognized that 
guiding the development processes with the aid of mechanisms of autoregulation 
can be more effective and rational, and can afford greater opportunities for 
utilizing personal initiative and energy. 
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The institutional system of centralized management by the state, whose main 
features endured in Poland till recent years, was evolved in accordance with 
the initial theoretical assumptions of planning. While an analysis of all the 
elements and aspects of this institutional system will not be undertaken here, 
special attention should be drawn to one issue. A main element of this systen 
was the /ministerial economic complexes/ [emphasized], as they might be 
termed. This refers to discrete segments of the economy (isolated on the 
branch-subsector principle) administered by (the so-called) branch sinistries 
in a centralized ganner and organized into a system of hierarchic 
subordination (ministry-production association-enterprise-production plant). 
The existence of these ministerial economic complexes was viewed by some as 
representing “socialist concerns.” This must be viewed as a misconception, 
because the principal premise of an economic organization, namely, the 
integral criterion of efficiency and effectiveness, was absent from the 
operation of these complexes. These ministerial complexes never had to adhere 
to the principle of self-financing, cost effectiveness and efficiency of 
performance. They obtained their funds from the state, chiefly through tactics 
of pressure, extortion, political coalitions, etc. Analysis of the performance 
of ministerial economic complexes over a fairly long historical period leads 
to certain tentative conclusions. 


The institutionalization of the operation of the economy in the form of 
ministerial economic complexes has not proved itself historically and has been 
a major factor in the faulty performance of the entire national economy. Its 
negative effect manifested itself particularly in the following matters: 


-“The rise of strong vested branch interests which prevailed over public 
interest and greatly subordinated to themselves the entire development 
planning system; this resulted in considerable economic disproportions and the 
rise of the disequilibrium, particularly in the domain of investments and 
foreign trade. There exists a highly justified assessment that the great 
weakening of central planning in Poland that had occurred in the 19/08 was 
largely due to the actions of parochial branch interests; 


“-The centralized management exercised within the framework of the ministerial 
economic complexes did not know how--and probably could not-~compel the 
enterprises to improve the efficiency of their performance. The state became 
“soft” as regards requirements of economicality, and the consequences were 
borne by the entire society; 


“The institutionalization of the ministerial complexes complicated and even 
prevented the rise of enterprise autonomy and initiative as well as the 
development of enterprise self-government. 


The above hypothetical assessment merits consideration in a broader context. 
For here we are dealing with a pivotal isswe. This is because the entire 
system of relations between the state and enterprises evolves under the 
dominant influence of the operation of ministerial economic complexes. 
Assuming that the gain aims of the economic reform being implemented in Poland 
consist in strengthening the strategic functions of central planning and 
promoting enterprise autonomy, self-financing and self-government, it must be 
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stated that this aim cannot be isplemsented if the institutional forse of 
ministerial economic complexes is retained. 


In the process of reforming the economy so far, measures altering certain 
operating features of the sinisterial economic complexes have been taken. This 
refers to the new decrees regulating the enterprises, the disbanding of 
[production] associations and the reduction in the susber of branch 
ministries. However, there is reason to believe that this process has been 
halted and there are no clear prospects for its continuation. 


This has its reasons, which should be considered. The first reason is of an 
extremely general, ideological-political mature. The need to strengthen the 
role i° the state in Poland is undeniable. This need is particularly tangible 
in view of the political crisis in recent years. This refers to strengthening 
the role and importance of the apparatus of state, usually considered as a 
whole. This orientation in favor of a stronger state appears unfavorable to 
arguments for reducing the role and number of sinistries. This contradiction 
is a seeming one, but even so appearances can produce their own effect. the 
experience of our country demonstrates with sufficient clarity that the role 
and importance of the state have not at all been growing in proportion to the 
cumber of ministries and their centralist functions. It has already been 
pointed out that, particularly in the 1970s, strongly institutionalized 
ministerial interests injured the state's ability to pursue the proper 
development strategy and so by the same token actually weakened the state. if 
this factor is to be less effective, there is a need to stress most 
emphatically that healthy changes in the structure of the central apparatus of 
the state not only do not undersine but even strengthen the role and 
importance of the state. Such precisely are the arguments in favor of 
abandoning the institutional system of ministerial economic conplexes. 


The second reason is of a temporary nature. Given the current exceptional 
difficulties, structural disequilibria and general disequilibrius, resorting 
to administrative measures, various forms of allocation of resources, etc., 
becomes inevitable and necessary. It is this precisely that provides the basis 
for the return of intermediate levels [of administration]. This trend must be 
counteracted. This concerns not counteracting the employment of extraordinary 
measures but averting the resulting survival or revival of elements of the 
hierarchical structure of ministerial economic couplexes. 


The third reason is the conservative attitudes of the central apparatus. 
Conservatism is not an inherent trait of that apparatus alone but appears sore 
universally. The central apparatus is a relatively coherent and great 
institutional power center which is capable of effectively protecting its 
positions and habits. lience must ensue the thesis that restructuring the 
central apparatus in line with the neede of the economic refora requires a 
constant and strong political support to be mobilized by the Party and 
representative bodies. Otherwise, it is hardly conceivable that this apparatus 
would reform iteelf. Such instances are an extreme rarity in history, if they 
have ever occurred at all. 
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DETAILS ON INAUGURAL SESSION OF PZPR ‘ECONOMIC EDUCATION’ GROUP 
Warsaw TRYBUNA LUDU in Polish 14 Sep 84 pp i, 2 


[Article by Andrzej Leszczynski: “Party Program of Economic Education: 
Inaugural Session of the Special Group, Forecast of Sociological Studies, 
Dissemination of Knowledge About the Economy”) 


[Text] In the first half of July 1984 the Politburo of the Central Comittee 
of the PZPR adopted an important document titled “Economic Education of the 
Polish People--Fundamental Problems and Tasks.” It detailed a broad compre- 
hensive program to disseminate economic knowledge, inculcate behavioral 
patterns conducive to socioeconomic growth and the consolidation of socialist 
attitudes of production. 


An “Economic Education of the People” group was elected from the Central 
Committee of the PZPR to coordinate, inspire and evaluate party activity in 
this sphere. It is composed of party specialists and representatives of the 
Central Committee departments. The group's inaugural session was held on 
13 September 1984. It was chaired by Central Committee Secretary Henryk 
Bednarski. 


Ryszard Chelinski, prorector of the Academy of Social Sciences, presented 
the goals and tasks in the economic education of the people in light of the 
document adopted by the Politburo. The Politburo emphasized that partici- 
pation in the social work process provides the widest scope of expansion of 
economic experience and knowledge. Therefore, the firm is the most important 
place of economic education. 


This idea is widely developed in the Politburo's document. Simultaneously, 
the Politburo indicates other links of the economic education system: organs 
of state administration, wnions and collective organizations, scientific and 
educational establishments, press, radio, television, autonomous workers’ 
groups, professional unions and social organizations. 


In a second point, Jozef Zajchowski, vice chairman of the Planning Commission 
of the Cowncil of Ministers, informed the growp members about the work 
undertaken by the Council of Ministers’ Commission for Economic Education, 
This commission coordinates and controls the educational activity undertaken 
by the state and economic administration. 


77 











Zbigniew Staniek, secretary of the group, proposed a work plan. In the 

first stage, it called for discussing an outlined program of economic 
education in firms, evaluating the creation of a library edition within the 
framework of the “Workers’ Self-government Library," and discussing in detail 
ways to stimulate mass communication media in the economic education process. 
At the beginning of next year it calls for discussing concepts of sociological 
studies pertaining to the economic education of the population and evaluating 
the publishing policy and the state of the economic periodical press. 


The discussion centered on the role played by the firm in the economic 
education process. It was emphasized that educational establishments play 
an equally important role. However, economic problems are neglected in 
instructional programs and there is a shortage of useful textbooks. The 
scientific community must come to the aid of the educational plan and has 
the especially important task of elucidating the strategic and doctrinal 
problems of economic growth. Central Committee Secretary Henryk Bednarski 
summarized the discussion. 
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RETAILING GROUP SECEDES FROM OVERGROWN TRADE ASSOCIATION 
Warsaw TRYBUNA LUDU in Polish 14 Sep 84 pp 1, 2 


[Article: “Separation From Costly Management: The Arpis Firms Leave the 
Association”) 


[Text] On 12-13 September in Wroclaw, the Polish directors of the Arpis 
Commercial Firms, voicing the opinion of the workers’ councils, decided to 
leave the Union of Domestic Trade Firms. 


The present union, as we were informed, employs about 200 persons, including 
many in clerical positions. It has a two-level organizational structure, 
that is, a central union office and a branch office. The cost of maintaining 
this is tens of millions of zlotys, and the effects for the Arpis firms, 
which are involved with the sale of paper products, athletic equipment, toys, 
photo-optical equipment, jewelry-souvenirs and a wide range of specialized 
services, are not proportional to the increased management costs. The 
assembled directors stated that the desired results cannot be achieved when 
an institution of this type, which is a collection of several commercial 
branches and production firms, is involved with too wide a range of choices. 
Therefore, the workers’ councils decided that it was necessary to set up 
their own specialized association at the beginning of next year. 


Those initiating the setup of the branch association set themselves the main 
goal of better supplying the market with articles which are now scarce and 
widening the variety of those goods which are now plentiful. Bound up with 
this is close cooperation with producers, offering them a share in the 
"Producer's Club," which would be set up in the association. This would help 
adapt the varied profile of production to market demands. It is also planned 
to cooperate with schools and scientific institutions in order to guide 
research work toward practical problems associated, for instance, with the 
development of trade and services and the selection of staff. Simultaneously, 
while cooperating closely with scientific institutions, it is planned to 

put a stop to the proliferating plague of shoddiness in the production 

of toys and souvenirs. Those behind the creation of the new association are 
emphasizing, as they stated, a new work style in trade and services, which 
will be aimed at restoring the specialized sale of certain kinds of goods 

and expanding foreign trade. It is reported that the new association will 
employ a small staff of experts and its headquarters will be in Lodz. 


After initial adjustments in the area of domestic trade and services, the 
proposal to set up the association was submitted. It might be added that the 
Domar Commercial Firms are making with a similar proposal, 
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POLAND 


EFFECTS OF ECONOMIC REFORM ON STATE FARMS DISCUSSED 
Warsaw NOWE ROLNICTWO ir Polish No 5, May 1984 pp 20-23 


[Article by Prof Jan Gajewski: "State Farm Enterprises 2 Years From 
the Start of the New Economic and Financial System") 


[Text] Although this is already the second fiscal year on the state 

farms [PGR's] that ended with an average positive balance (in 1981-82 

it amounted to 6470 zlotys per hectar of cropland, and in 1982-83 to 

6580 zlotys), approximately 25 percent of the overall number of 

enterprises were in the red. It is worthwhile pointing out that the 
percentage of unprofitable enterprises has been computed without subtracting 
production subsidies from the financial outcome. Had this calculation 

been executed, the percentage of PGR's in the red would probably double. 


It is possible, then, to argue that in any economic situation some PGR's 
will be always unable to achieve a positive balance. It is necessary 

to think of ways to counteract this. We have to discern, therefore, 
factors which affect such a situation in order to reduce consistently 
their negative impact. There are many such factors, but in this study I 
will dwell only on those which seem to be the most important. 


Operating Conditions and Prices in PGR's 


It is right that the prices of produce and means of agricultural 
production are uniform for all PGR's in our country, as I believe that a 
much worse situation would arise should they vary from one region to 
another, according to different operating conditions. 


On the other hand, in relying on the price system in force, individual 
agricultural enterprises should, depending on the existing economic 
situation, adjust the structure of their production so as to achieve 
the highest possible efficiency. We realize, however, that there are 
enormous differences in PGR economic activities. These are influenced 
not only by natural conditions by also by the surrounding external and 
internal infrastructure of the enterprise, possibilities of hiring 
indispensable workers, etc. Considering all of this, there is no doubt 
that the PGR's in the northeast will still for a long time be unable to 
compete with the state agricultural enterprises in the Poznan or Opole 
regions, in every respect. 
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We think, therefore, that the point is not to differentiate prices by 
regions but to find the proper way of equalizing PCR operating conditions, 
with the reservation that this should not end up by establishing a system 
of property taxes, no matter how accurate. It is a much bigger issue, since 
the point is to provide correct assistance in the relatively favorable 
expansion (or even construction) of sales and supply centers, supply roads 
and transportation networks related to them, in the proper expansion and 
location of schools, hospitals, movie theaters and other elements of 

social infrastructure. The proper cooperation with institutions carrying 
out repairs, investments, etc., is also necessary. 


In 1981-82, for example, 67.7 percent of managers of the surveyed 
enterprises! said that contacts with executors of investment projects 
were very hard to make: 87.8 percent considered contacts with suppliers 
of means of production to be very difficult or difficult but improving. 
The same answer was given by 70.2 percent of managers, when speaking of 
contacts with recipients of merchandise and services. In 1982-83 only 

15 percent of PGR managers polled by the IFRiGZ2 Institute of Agriculture 
and Food Economy noted a ceriain improvement in supplies of basic means 

of production (this referred mostly to the supplies of mineral fertilizers 
and pesticides.) As for the PGR's cooperation with such institutions 

as POM [State Machine Agricultural Center], PBRol [Agricultural Construction 
Enterprise], CN [Seed Center], PZZ [State Grain Elevators], CM [Machine 
Center], Agroma, GS [gmina cooperative], dairy cooperatives, etc., in 
1982-83 15 percent of mangers (polled by the PGR IERiGZ) said that the 
work of those units had deteriorated and 50 percent believed they kept 
malfunctioning. They were blamed most often for imposing conditions of 
cooperation and prices, lack of guarantees for the services rendered and 
their low quality, profiteering, lack of professional ethics. The managers 
generally believe that these bodies play the role of monopolists towards 
PGR's. A similar objection is being raised against the banks, while 

the [alleged] shortcomings of the founding bodies consist in their 
intervention in the enterprises’ organization, production planning and 
development, under the guise of the necessity to carry out operational 
plans. Province central offices go so far as to impose restrictions on 
which territory the produce may be sold, etc. 


If it is possible to settle these problems in the near future (which does 

not look unlikely), the situation in PGR's, especially in those with 

worse operational conditions, will become such that only more poorly 
qualified personnel (both managers and workers) will work there. A 

decreare in productivity, quantity and quality of production, and consequently 
financial results will follow. Without dramatic transformations in these 
PGR's, it will not be possible to change their production and economic 

status. 


Economic and Financial System vs. Administrative and Economic Changes 
in PGR's 





We have been trying for quite a long time now to demonstrate that, as 

far as administration and organization are concerned, in an indirect 
mangement system a one-plant enterprise is the most efficient in terms of 
the rational management of a production unit. Of course, the possibility 
of separating production and service units in such enterprises is not 
excluded, but such a PGR should be run "from one hand." We are not totally 
opposed to a multiplant PGR organization either, but the present 
argumentation, resulting in the promotion of such organization solutions, 
does not satisfy us. In the overwhelming majority of cases experience shows 
that enterprises of this kind are less efficient than one-plant PGR's. 
Only individual examples can be brought up in favor of multiplant 
enterprises. In this situation, it seems unreasonable to restrict 
reorganization tendencies in PGR's. This is reflected in the 1982-83 
activity to a much larger extent than in the fiscal year 1981-82. After 
the first year of the introduction of the new economic and financial 
system there were 400 more state farms than in 1980-81, while after 
1982-83 the number of PGR's has not changed and amounts to 1187. In short, 
the reorganization tendencies are being slowed down. This does not mean, 
however, that the process of organizational changes in PCGR's has been 
completely terminated. It follows from the IERiGZ research that the 
merging or splitting of plants are still considered as options, but within 
the framework of multiplant enterprises. The reason for these changes 
(according to PGR managers) is the necessity to adjust the enterprises’ 
organization to existing natural conditions (acreage and surface of the 
land), infrastructure, location of buildings, and fixed production assets. 
However, among these arguments there is no justification of whether it 
would not be more favorable (from the point of view of efficiency) to carry 
out through reorganization, leading to the split of a multiplant 
enterprise into a few one-plant enterprises. The halt of broader and deeper 
reorganization tendencies is justified by the fact that one the one hand 
managers of multiplant enterprises try, in an overwhelming majority, to 
cling at all costs to their positions, decision making power and 

pay,’ and on the other hand situations when plant managers refuse to make 
decisions on their own, fearing the risk it implies are quite frequent. 

So rational principles, even sanctioned by the law, will not help in this 
case if not followed by a change in the managers’ psyche and attitude 
toward independent actions of chairmen and plant managers in multiplant 
PGR's. It seems that changes in this respect will follow an evolutionary 
course, so this factor of increased efficiency will also be substantiated 
only after a certain period of the consistent implementation of the 
economic reform in PGR's. 


Inadequacy of Fixed Assets in Regard to PGR Production Conditions 


The inappropriate structure of fixed assets in a large number of PGR's 
and their inadequacy in regard to production conditions also have a 
negative impact on the economic results of these enterprises. It follows 
from both my and IERiGZ research that in many instances animal or 
vegetable products generally considered in 1981-82 and 1982-83 as 
profitable (milk, hogs, sheep, rape, grain, suparbeets) are [now] 
considered unprofitable in many PGR's. This is evidence of considerable 
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differences in production conditions, not only those that are natural 

but precisely those created by people. This is true, first of all, of 
enterprises which run farms of an industrial type but do not have their 
own feed sources. The breeding of animals with farm technology generates a 
high cost of the feed (purchased) and little or no profitability of the 
animal production. It is, however, necessary to realize that this is not 
the only example of an improper adaptation of resources to production 
capabilities on PGR's. There are agricultural enterprises with a 
“surplus” of machines and tractors which are experiencing strong 

shortages in their housing sector, and that makes it often impossible to 
alleviate shortages in the work force. A lack of spare parts and materials 
causes work stoppages, limits production and lowers its quality. For example, 
in animal production the use of lower quality feed reduces the weight 
increase of individual heads, from which lower wages follow. Such a state 
of affairs yields less interest in the work, poor quality and discipline. 


There is one more problem to be solved, i.e., that of abortive and at the 
same time unintended investment projects. They were introduced in a 
considerable number of PGR's without their management's consent, and, 
consequently, without the possibility of blaming them for it. 


Our opinion is that it should be possible to remit the value of such projects, 
with PGR management having full freedom to decide on their future. There 

are already examples of unused or partially used livestock buildings being 
adapted for warehouses, shops, space for breeding other kinds of animals 
(sheep, poultry.) Many unnecessary machines are given up, some of them 

being scrapped, others sold. This concerns mainly used tractors, vehicles 
with gas engines, and some types of specialized machinery. PGR cropland 
acreage is also decreasing. This is true mainly of the cropland which 

could not be brought into cultivation or whose agricultural usability was 

too small. 


In 1981-82 this drop amounted to 2.6 percent, and in 1982-83 only 0.8 
percent, 


A large amount of certain means of production in PGR's does not necessarily 
mean that investments in these enterprises are complete or even excessive. 
Based on the results of my own and IERiGZ research, it is possible to 

say that it is in PGR's that shortages of specific buildings, structures 
and some specialized machines, not to mention spare parts, are particularly 
felt. Hence, the problem of needed and indispensable investments in PGR's 
is still urgent; its solution will determine the further development of 
production inthese enterprises. 


Profit or Income as the Criterion for Evaluating PGR Performance 


The system of wage-work adopted in PGR's makes it difficult to create 

an effective motivation mechanism for agricultural workers because in the 
existing situation the level of the basic worker's income is unrelated to 
the economic situation of enterprises. This is a situation in which the 





remuneration for the work equals the cost, which leads to the situation 

in which PGR workers receive a constant monthly salary. The annual 

bonus, on the other hand (regardless of whether it is related to the 8.5 
percent of yearly wages or comes from the distribution of the profit), is 
not as strong a stimulus as it might seem. The day it is paid is too 
distant from when specific work is done in a given period relating to the 
fieldcrop production. The fixed remuneration for the work treated this 
way has its motivational character only with regard to specific work 
carried out from one month to another. It does not work, however, over 
long periods of time and does not stimulate workers to think in terms of 
the future about the enterprise they are working in, it does not make them 
act in favor of its development. Besides, such a system of work in state 
agricultural enteprises makes their adaption to less favorable operational 
conditions more difficult. There is, then, only one conclusion: 
increasing PGR workers’ motivation to work requires making their income 
more dependent on production and financial results of the enterprise. 

In a situation set up this way the value of the produced income would have 
a motivational influence on workers, since it is on this value that the 
pay of each PGR worker would depend. It seems that this way of 
remunerating workers should also have an impact on their interest in 

those directions of enterprise development that would lead to an increase 
of the agricultural product. At present, the situation is different: hired 
PGR workers are interested mainly in their personal finances, and 

their enterprise's development is for them of secondary importance, if any. 
This is caused by the fact that as their own financial situation improves 
they do not have to bother about the development of the enterprise which, 
as it might appear, is not the source of their income. In state 
enterprises workers are then interested inincreasing turnover outlays 
(which, despite the rationing, are more readily available to these 
enterprises than to private farms) and, consequently, profitable production, 
but not necessarily through the development of PGR's. This is under- 
standable because an increase in profitable production makes possible a 
higher value of the financial result (profit) which, after its distribution, 
can give PGR workers a higher bonus fund. Here there is no room to be 
interested in the enterprise's development, since investments lead to a 
temporary freeze of finances and have no immedirte impact on the increase 
of profit. Consequently, they do not increase the value of the bonus 

fund and do not cause an immediate increase »f PCR workers’ pay. This 
situation can be seen in PGR's because floating investments keep growing, 
and, at the same time (in most cases), the profit remains at least at the 
same level. 


Going back tw the suggestion contained in the conclusion, it is necessary 
to emphasize that taking it into account requires increased influence 

of PGR workers on the organization of the enterprise and on the selection 
and work of the management. This is crucial if we are to switch from the 
formula “pay for work" to “income distribution" and seek possibilities 

for group use of the means of production owned by the state. During the 
first stage, attempts of this kind should be made in those specific 

PGR's where the initiative of workers can affect results. Besides, raising 
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the degree of independence of enterprises and making the income of their 
workers dependent on the economic situation of PCR's would require a 
clarification of the regulations related to the financial liabilities of 
these production units. This has special importance for paying PCR debts, 
and especially for their release from liabilities incurred through no fault 
of their own. 


Another important problem is that of analyzing the purposefulness of 
charging agricultural enterprises with PFAZ [State Vocational Activization 
Fund] contributions and revising their Social Security Agency premiums. 


PGR Self-Management 


Another problem, that of PGR self-management, emerges following our 
previous considerations. Up until now, workers self-management has operated 
correctly in only half of the agricultural enterprises surveyed. When 
speaking of negative opinions, it is necessary to stress too little activity 
and lack of initiative on the part of workers’ representatives, as well as 
an insufficient interest in the enterprise's problems. It seems, however, 
that this is, to a certain degree, a consequence of the inexperience of 
young self-management members, who are quite numerous in PGR's. Such 

a situation can also be caused by an ambiguous specification of the functions 
and ways in which this representative organ of PGR workers should realize 
the principles of self-management. In the opinion of managers of state 
agricultural enterprises, workers self-management ought to be, first of all, 
a co-manager, should work out, together with the management, the line of 
economic activities and share the responsibilities for these decisions. 

In addition, it should have advisory functions and mobilize the workers to 
work better. These considerations are theoretical, though, since the 

TERiGZ research shows that 80 percent of the polled PCR managers pointed 

out that PGR workers “care more about being well governed than about self- 
mangement.” Ten percent of managers claim that “the PGR community does 

not measure up to self-management,” and only 10 percent pointed out that 

PGR workers want to participate in the process of managing the agricultural 
enterprises. Furthermore, some managers claim that the rights accorded to 
self-management are too limited, while others believe that they are too great 
because the right to make decisions does not imply legal responsibility 

for decisions that were made and carried out. PGR managers believe, then, 
that it is indispensable to train self-management members and to make sure 
that the system of information concerning the production and economic 
problems of the enterprise works well. We believe, however, that une 

should be very restrained in drawing conclusions from opinions expressed 

by PGR managers. Their negative opinions about workers self-management 

can be affected by the authoritarian management system used in the majority 
of state agricultural enterprises that make 4 profit. A managemei;. system 
with more signs of democratization appears mostly in the unprofitable 

PGR's. We also hawe to emphasize that in the first year of the 
implementation of the reform an overwhelming majority of PGR managers 

(71.6) percent said that they sav ao point in establishing workers self- 
management. The deficient work of workers self-managemnt is also a result 
of conflicts emerging from the regulations that on the one hand regulate 
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the work of self-management and one the other that of trade unions, such 
as defending workers’ rights and at the same time protecting the interests 
of the enterprise. 


It will not be possible, then, to see a social impact and at the same time 
to control individual aspects of the economic process in PGR's until the 
legal side concerning the functioning of the workers self-management is 
fully regulated and the aforementioned difficulties solved. We also 
believe that the social influence of agricultural enterprises would assume 
much greater importance if they were to appropriate PGR workers’ wages 
from profit, i.e., if the situation of workers were made dependent on the 
economic results of the enterprise. 


Remarks on Subsidies and PFAZ in State Farm Enterprises 


At a time of economic reform, the system of subsidizing PCR's is 
questionable. We do not object to subsidies designed to defray costs of 
non-production activities, but what seems not always justified are 
subsidies triggered by the necessity to balance differences between the 
costs of production and retail prices of agricultural means of production 
and the processing of the produce. This is an alarming situation, all 

the more so than in 1982-83, as compared to 1981-82, the number of 
subsidized items went up, and they have started playing a more and more 
important part in the structure of the PGR's financial outcome. This leads 
to a situation in which one might doubt the increasing economic efficiency 
of these agricultural enterprises, and even the reported efficiency 

itself would be doubtful. The single most important negative aspect of 
subsidies is that they make production units dependent on higher 
authorities and provoke the latter to start using commond-distribution 
methods in the managerial process. 


Another very important problem is the fact that despite the totally 
unanimous protest of the PGR managers in 1981-82 the PFAZ contributions 
are still being charged to the agricultural sector. This is contrary to 
the spirit of the reform and harmful to agriculture because of the 
seasonal character of employnent there. In 1982-83 one more drawback 
appeared in this respect -- the PFAZ contributions from PGR's now go 

pot to the central budget but to the Ministry of Agriculture and Food 
Yconomy. The ministry distributes those funds among governors who, using 
the list of unprofitable (but improving) enterprises, distribute the 
money in accordance with specific regulations, with quite a large margin 
of discretion. The governors are allowed 2,000 zlotys per each hectare 
belonging to enterprises on the list of PGR's which are unprofitable 

but which have decreasing losses. Uaprofitable agricultural enterprises 
which do not improve their performance can also apply for assistance from 
this fund, but in this case they must apply directly to the Ministry 

of Agriculture and Food Economy, giving special reasons for their needs 
in this respect. 


Such a form of collecting and distributing the PFAZ raises serious 
reservations, since it allows certain decisions to be made at a level 


86 








higher than the enterprise, which is inconsistent with the spirit of the 
economic reform and the interest of all enterprises. In the case of 
unprofitable PCGR's these decisions can be discretionary, and this also 
can engender the first symptoms of a return to command-distribution 
management. 


In such a case, it does not make such difference whether it will be 
applied by the “center” or at regional levels, for example, those 
authorised to distribute the PFAZ. 
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RESULTS OF JUNE LIVESTOCK INVENTORY DISCUSSED 
General Results 

Warsaw ZAGAONIENIA [ MATERIALY in Polish No 30-31, 26 Jul-8 Aug 84 pp 4-6 

[ Article: “The Situation in Animal Production" | 


Excerpts) This year's June inventory of farm animals, awaited with great 
interest, confirmed the revitalization of production that was expected at the 
beginning of the year. 


During the first six @onths of this year, the prices of piglets in the free 
market rose, the osumber of sows at breeding centers iacreased, and the seli- 
ing off of breeding stock was curtailed. These manifestations and, to some 
extent, the good situation in fara pastures supported by state aid, form a 
basis for an optiaistic outlook for the future. 


The numbers in the pig herds for the entire agricultural sector at present is 
16.6 million, and is higher by 6.8 percent than it was last year. Ouring the 
year almost a million animals were added to the herd. This increase is en- 
couraging, but it aust be added that in « single year there were decreases in 
numbers in the order of 3.9 million animals (this occurred in the 1982-1983 
winter). From this example it is evident that the increase and decrease ot 
these numbers is affected by many economic and production factors. 


The increase in oumbers of pigs occurred in both agricultural sectors; it was 
higher on private farms (7.8 percent) and lower (4.4 percent) on socialized 
faras but the latter reversed the decline that had been the rule for all of 


1983. 


There are curious manifestations in the age structure of the pig herd. As a 
result of the situation between the first and second quarter, there is a 
great increase in the numbers of piglets, amounting to 14.1 percent. Such a 
high increase in numbers of piglets has not been noted in a long time in 
Polish agriculture. Also higher than a year ago is the increase of about 
10.5 percent in the numbers of shoats. 


The number of giits ia all agriculture at present is almost 1.8 million, and 
is about 9.4 percent higher. This qumber fully assures ceproduction, all the 
more so since almost 60 percent of the gilts are bred sows. At the same 
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time, the ousber of prime hogs is lower (about /.4 percent); we hope that 
this is the final effect of the negative tendencies in pig husbandry from the 
first half of 1983. 


The increase in auabers in the pig herd is aleost universal tor it was noted 
in 43 prowinces, the greatest, more than 20 percent, being in the Chela, 
Lublin, and Tarnobrzeg provinces. tm the other six provinces there was a drop 
in quabers. These are Konin, 2.1 percent; Opole, 2 percent; Sieradz, 7.5 
percent; Slupsk, 1.4 percent, Walbrzych, 2.9 percent; Wroclaw, 0.2 percent. 


Considering the results of the inventory and the structure of the pig herd, 
what can we expect in the immediate future? The prediction (reported ear- 
lier) that there will be an increase in pig production at the end of the 
fourth quarter and beginning of oext year has been confirmed. This points to 
an increased aumber of shoats, 3-6 months old, that will at that time reach 
slaughtering weight. Even gore promising are predictions for the first half 
of mext year, as indicated by the increase ia piglets. 


Nevertheless, we cannot yet expect improvement in the immediate future (this 
and the mext quarter). As we have already said, this is indicated by the 
actual situation in the buying prige hogs, which is the result of the pre- 
ceding period (and was, after all, anticipated). Owe to this, we can speak 
only of the fulfillment of the plan for purchasing slaughter hogs. 


The cattle herd ia all of agriculture at present numbers 11.2 million and is 
practically at the level of the past year. On socialized farms a recessive 
trend continues (the drop in oumbers was 6.6 percent), but on private farms, 
there was a slight increase. It is worth remembering here that the last 
increase in cattle aumbers on socialized farms occurred between the first and 
second quarters of 1980. 


The number of cows at present is 5.7 million and is also at last year's 
level, with a decreasing trend continuing on socialized farms. 


In the group of so-called remaining cattle (young cattle), the inventory 
remains at last year’s level, but on private farms there is a tread, noted at 
the beginning of this year, toward an increase in the herd. We might con- 
jecture that this tread pertains mainly to sterile stock, and less to young 
bulls held in reserve. The effect of the | July change ia prices for 
slaughter cattle may not be felt until later. 


In a territorial cross section, in most provinces (30) there was 4 decrease 
in comparison with last year, the greatest, about 4 percent or more, occurred 
in the Elblag, Legnica, Opole and Wroclaw provinces. The remaining provinces 
experienced an increase, which was significant (about 3 percent) in the 

Biala Podlaska, Bialystok, “rosno, Lublin, Lomza, Ostroleka, and Suwalki 
provinces. An evaluation of the state of the cattle herd indicates that both 
milk and animal production plans will be met. An increase in beef cattle 
production will be possible only in the second half of next year. 








The purchase of animal products thus far indicates a real possibility for 
realizing the national socioeconomic plan. Ouring the first half-year, 715.6 
thousand tons of liwe stock, in teres of eeat, was purchased, thereby ful- 
filling the plan by 49.9 percent. At the same time we aay expect 4 certain 
shift in assorteent froe pork to beel. 


At this point we @ust say a word of caution: actually the realization of the 
predictions for purchase of live stock depends on the level of fare 
slaughter. Since the assumption was aade that fare slaughter will be at last 
year's level, a possible increase here aay heave an impact on the amount of 
livestock purchased. (Actually, nothing indicated the possiblity of in- 
creasing fare slaughter, but consciousness of this iaterrelation should be 
universal.) 


After a complete breakdown in past years, the purchase of poultry weat is 
going forward according to plan. in the first half-year, approximately 75 
thousand tons of broilers have been purchased, and the plan is to purchase 
100 thousand tons by the end of the year, since this was the plan for start- 
ing and producing chicks. The goal is to raise the greatest amount of meat 
on Our Own grain. 


The purchase of @ilk and eggs is going well. tin both cases, the prediction 
for purchase is quite realistic. By 15 July, 9.0 billion Liters of @ilk were 
purchased, fulfilling the plan by 56.6 percent, which is an 8.4 percent in- 
crease over last year. 


This year's weather conditions and the high level of precipitation produced 
abundant green fodder, good growth of meadows and pastures, which promises «a 
further large purchase of @ilk. We might even be tempted to think that 4 sew 
record for the purchase of milk will be established, more than It! billion 
liters. 


In the first half-year, despite difficulties in providing fodder, 1.5 billion 
eges were purchased, fulfilling the plan by 51.4 percent. 


The positive trends in animal production, particluarly in the production of 
pigs, will be stimulated on the one hand by favorable economic conditions, 
and on the other, by assistance with fodder from «tate reserves, It is worth 
mentioning that the price of slaughter cattle was increased on the average by 
17 zlotys per kilogram, and the price of slaughter hogs, by 15 clotys. Also 
increased was the purchase price of wool. Besides animal<related articles, 
the new prices also aftect wheat, barley and sugar beets. 


For the fiscal year 1984-85, the principles of state assistance with fodder 
will continue as they are. Let us recall the most important directions of 
this assistance: 


— tor every animal earmarked for fattening, the farmer will receive 70 kg 
concentrate; 
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~-for every brood of pigs, SO kg of concentrate; 
~-0.3 kg of power feed per kg of young sheep or slaughter cattle; 
~-30 kg of concentrates for each calf retained for fattening up to one year; 


--10 kg of power feed per 100 Liters of silk delivered ia the period fros 
Noveaber to April. 


Evaluating the general results of the June inventory of fare animals, we must 
first stress the solidifying of positive treads in pig faraing. Neverthe- 
lees, we shall «till hawe to wait for the results since the time lag between 
the inveatory aad effect on production is approximately 6 to 10 @onths. At 
the same time, in cattle raising, the situation is even gore complicated. 
Here we can epeak only of « certain revitalization on private fares and of « 
further decrease in cattle production on socialized fares. 


Favorable Trends 
Warsaw CHLOPSEA DROCA in Polish No 32, 5 Aug 84 p 
[Article by ATA: “It Doesn't Hurt: What the Inventory Showed” | 


Nee The reeult of the Jeune inveatory of livestock on private fares con- 
if@s positive treads. The herds of animals increase, giving rise to the 
prospect of a greater buying of slaughter Livestock by the end of the year. 


The cattle iacleded 8.9 @illion aniaals, which is 80 thousand gore than a 
year ago. This is a0 increase of approniaately | percent, sot very great, 
yet at the same time the qumber of cows remained at last year’s level of 5 
million animals. This emall increase in cattle qumbers is the result of «a 
large purchase of young cattle for slaughter in the second quarter. Usually 
im this period there is « 2.5 percent seasonal increase in livestock. This 
is the result of activities intended to increase the production of beef ani- 
mals, frequentiy as « replacement for pork, which is Limited by a shortage of 
fodder. ia the second quarter, the purchase of slaughter cattle was gore 
than WO percent higher than ia the same period last year. Ir *«pite of the 
fact that sale was high, the prospects for the future are also good. There 
are more young steers and calwes, therefore, we can continue to expect « 
generous supply of young livestock in the second half year. Advantageous 
changes in prices should consolidate this situation. 


The greatest increase ian oumber of heads of cattle was noted ia the Lowa, 
Ostroleka, and Sewalki proviacces. Meanwhile, there was drop of more than } 
percent in the Bieleko-Biala, Fatowice, Legnica, Lode, Opole, Radom, Valbreych, 
and Wroclaw provinces. 


This stabilization in cattle raising aleo had an effect on gaintaining free 
earket prices at an approximate level ia the last few @onths. ta June, on 
the mational lewel in the free market, farmers paid an average of 50,000 
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zlotys for a cow and 27,000 zlotys for a yearling heifer. 


At the same time, there is a clear trend toward expansion in the hog herd. 

comparison with the inventory of a year ago, there is an increase in num- 
ber of hogs of about 7.6 percent. Last year, the number of hogs was the ) 
lowest in 20 years, aud the reduction of the herd in fiscal 1982-1983 was f 
unusually great; it will be difficult to make this up. Despite this year's 
increase, the state of the herd continues to be about 22 percent lower than 
the June average of 1978-1980. y 


The number of animals being fattened is about 10.3 percent lower than a year 
ago; this is the result in decline in numbers of shoats at the end of the 
first quarter. 


The future trend is promising, however. Evidence for this is the 12.5 per- 
cent increase in number of shoats. There are almost 15 percent more piglets, 
which indicates a consolidation in the direction of rebuilding the Livestock 
inventory. In the next few months there will be something to deliver for 
sale. 


There has also been an increase in number of gilts, there being 10 percent 
more of them this year than last. The dynamics of mating the gilts is also 
favorable, wich promises further rebuilding of the herds. 


In most of the provinces there was an increase in numbers of animals, the 


greatest (more than 20 percent) being in the eastern provinces of Chela, 
Lublin, Tarnobrzeg, and Zamosc. 


The prices for piglets dropped somewhat in the free market. In June, the 
national average was 4.1 thousand zlotys, but the price in the provinces of 
Warsaw, Bielsko-Biala, Katowice, Krakow and Nowy Sacz, was 5.0 to 5.1 thousand 
zlotys. Meanwhile, in the Biala Podlaska, Chelm, Siedlce, Skierniewice, 

and Zamosc provinces, piglets were less expensive from 3.3 to 3.6 thousand 
zlotys each. 


Later Data Less Favorable 
Warsaw KURIER POLSKI in Polish 6 Aug 84 p 2 
[Article by AST: "After the June Inventory: Agriculture in Numbers" | 


[ Text] Some of the mass media have already given the first results of the 
agricultural inventory. These pertain only to nonsocialized farming and ... 
it is too bad that the figures do not apply to all of agriculture. Data 
summarized somewhat later that include all sectors of agriculture are not too 
optimistic. 


This pertains to cattle raising. In the private farm sector, the increase 
amounts to more than 80,000 animals, but in the remaining sectors, there was 
a drop of 171,000 animals. On the whole, then, cattle numbers dropped by 
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zlotys for a cow and 27,000 zlotys for a yearling heifer. 


At the same time, there is a clear trend toward expansion in the hog herd. 
In comparison with the inventory of a year ago, there is an increase in num- 
ber of hogs of about 7.6 percent. Last year, the number of hogs was the 
lowest in 20 years, and the reduction of the herd in fiscal 1982-1983 was 
unusually great; it will be difficult to make this up. Despite this year's 
increase, the state of the herd continues to be about 22 percent lower than 
the June average of 1978-1980. 


The number of animal= being fattened is about 10.3 percent lower than a year 
ago; this is the result in decline in numbers of shoats at the end of the 
first quarter. 


The future trend is promising, howexer. Evidence for this is the 12.5 per- 
cent increase in number of shoits. There are almost 15 percent more piglets, 
which indicates a consolidation in the direction of rebuilding the Livestock 
inventory. In the next few months there will be somethiag to deliver for 
sale. 


There has also been an increase in number of gilts, there being 10 percent 
more of them this year than last. The dynamics of mating the gilts is also 
favorable, which promises further rebuilding of the herds. 


In most of the provinces there was an increase in numbers of animals, the 


greatest (more then 20 percent) being in the eastern provinces of Chelm 
Lublin, Tarnobrzeg, and Zamosc. 


The prices for piglets dropped somewhat in the free market. In June, the 
national average was 4.1 thousand zlotys, but the price in the provinces of 
Warsaw, Bielsko-Biala, Katowice, Krakow and Nowy Sacz, was 5.0 to 5.1 thousand 
zlotys. Meanwhile, in the Biaia Podlaska, Chelm, Siedlce, Skierniewice, 

and Zamosc provinces, piglets were tess expensive from 3.3 to 3.6 thousand 
zlotys each. 


Later Data Less Favorable 
Warsaw KURIER POLSKI in Polish 6 Aug 84 p 2 
[Article by AST: “After the June Inventory: Agriculture in Numbers" | 
[Text] Some of the mass media have already given the first results of the 
agricultural inventory. These pertain only to nonsocialized farming and ... 
it is too bad that the figures do not apply to all of agriculture. Data 
summarized somewhat later that include all sectors of agriculture are not toc 


optimistic. 


This pertains to cattle raising. In the private farm sector, the increase 
amounts to more than 80,000 animals, but in the remaining sectors, there was 
a drop of 171,000 animals. On the whole, then, cattle numbers dropped by 
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about 0.6 percent in comparison with June of last year. 


But there are more pigs being raised, particularly on private farms. On 
socialized farms, there was also a decided increase, an average of almost 7 
percent, which means that almost 1,060,000 more pigs ate being reared and 
fattened in pens than a year ago. But it is difficult still to compare this 
to the 1978-1980 period, which is regarded as the best. 





It is encouraging, however, that after a drastic drop in herd numbers during 
the last fiscal year (by almost 4 million animals), the results of the last 
inventory promise a gradual rebuilding of the herd. For consumers, however, 
it is too soon to rejoice: the main increase was in gilts, piglets and 
shoats, but there was a decrease slaughter hogs. This means that the supply 
of slaughter hogs will be less than a year ago. This is also indicated by 
the number of animals contracted for delivery in the past month and for the 
next two months, which is smaller than a year ago. 


Analysis of Situation 
Warsaw TRYBUNA LUDU in Polish 9 Aug 84 p 4 


[Article by Ewa Fiala: "Questions Following the Agricultural Inventory: 
Gambling for Four Million" ] 


[Text] The tails on the pig farms, cow barns and pig pens on private farms 
have been counted by the census takers. From somewhat earlier reports pre- 
pared on socialized farms, we know the situation with respect to aumbers of 
heads of cattle, the pigs and sheep on the state farms and in the agricul- 
tural producer cooperatives. On the whole, there is, therefore, a complete 
picture of the situation in this sensitive sctor of the food economy. 


Let us remember that the total is 11.2 million heads of cattle, including 5.8 
million cows. There are 16.6 million pigs, including 1.7 million gilts. 
There are 4.5 million sheep. 


The data of the Central Office of Statistics available to the public can be 
regarded from various points of view, or even interpreted differently. But 
we would like to have a clear picture, to know the whole truth, since meat is 
very important to the market, being a commodity which, despite the optimistic 
pronouncements of inventory data, is always threatened by the longest con- 
trols. 


Doubts may arise: why suddenly did the pig herd increase by more than a 
million, sheep by 1.4 million, and the number of heads of cattle drop by only 
0.6 percent (and this has almost nothing to do with cows)? 


Let us try to read the inventory data without coloring them, without putting 
on either rose-colored or dack glasses. Let us try to place these data 
against a broader background and elucidate certain ambiguities. 
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What Is the Dynamics? 


The first numbers that hit the eye and encourage are indices of increase in 
numbers of animals in the herds: in comparison with the same period last 
year, on private farms there was an increase of more than 800 thousand herd 
animals. This is a significant increase since it amounts to 7.8 percent. 
For socialized farms, it is less dynamic; it amounts to 4.4 percent and re- 
presents an increase in numbers of animals of 190 thousand. Are the private 
farms ahead? The numbers, the indices are equally objective. Meanwhile... 


If we count differently, and agricultural economists believe that we should 
count differently, then it will be evident that on the state farms, in agri- 
cultural producer cooperatives and other socialized farms, there are 104 herd 
animals per 100 hectares, and on private farms, 84 animals. 


The dynamics of increase in the herds in the private sector is as much higher 
as the level from which it started was lower. 


All of this obviously does not change the fact that in comparison with last 
year there has been a good step forward. The number of heads in the herds is 
at present 16.6 million. Also important is the structure of the herd, spe- 
cifically the number of gilts, 1.7 million. In comparison with last year, 
that is an increase of 9.4 percent. There are approximately 14 percent more 
piglets and 10 percent more shoats. The latter will be market meat by the 
end of this year and beginning of the next. The former, gilts and sows, are 
an affirmation that agriculture has entered into a gradual phase of rebuild- 
ing the herds. These are difficult processes of adapting to present condi- 
tions of animal rearing very different from 1980, the best year for this 
production branch. 


Meanwhile, as not everyone may remember, we had 21.3 million hogs and 12.6 
million heads of cattle (at present 16.6 and 11.2 million). There is signi- 
ficantly less of everything with the exception of sheep, of which at present 
there are 300 thousand more. 


With Our Own Fodder 


Comparisons with the years of peak propserity in animl rearing seriously 
dampen the enthusiasm roused by the increases. But is this warranted? Again 
we must remember that four years ago grain import was 9 million tons. The 
fodder balance was about 5 million tons more favorable than a year ago when 
import yielded only 3.5 million tons. And, what is most important for animal 
rearing, the import of high-protein fodder dropped from a little less than 
1.5 million tons to 400 thousand tons. This had its effect in the deterio- 
ration of fattening (with low daily weight increments, the process takes 
longer and, therefore costs more), and in the interim, in 1982, the animal 
farmers were affected also by a poor harvest of potatoes. 


This year, the import of high-protein fodders will be 1.25 million tons and 
the portion per animal was increased to 70 kg. The allotments of coal have 
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been increased earlier, the interest rates for credit for the purchase of 
rearing animals have been decreased and grants to buyers of rearing animals 
have been restored. Since | July, the prices paid for slaughter livestock 
have also risen. 


What is most important, a good harvest is predicted for the fields in plant- 
ings of wheat, flaxseed and beet. Despite everything, our own fodder, pro- 
duced by the farmers, prepared by them and fodder made by industrial pro- 
cessing of fruits of Polish fields will be most important in the fodder bal- 
ance. The processes of adapting to changed conditions of which we speak are 
exactly the processes that have germinated. May they grow to maturity. 


A Difficult Race 


Evaluation of the situation in animal production, therefore, has different 
facets, and its further improvement has various conditions. Only a year is 
left for the fulfillment of the program adopted by the Seja@ for the develop- 
ment of agriculture and the food economy, which envisioned reaching 12.5 
million heads of cattle (5.9 million cows) and 11.5 sillion pigs, which con- 
verts to 5,670 thousand tons of meat. 


Rejoicing in the progress, we must remember the distance which we still must 
cover, and we must unremittingly ask: do the structure of the herd and the 
ecosomic-production endeavors guarantee that the plan will be met? Without a 
doubt, they are quite significant. From signs that experts are able to de- 
cipher (high prices of piglets, increase in number of gilts, high indices for 
gilt matings, moderate grain prices on the free market), it seems that things 
are improving. The supplies should increase as early as in the fourth quar- 
ter of this year and this should continue into next year. 


But we are talking about an increase of almost 3 million pigs and more than a 
million heads of cattle! There should be an increase by this much by next 
July. Will the farmers be able to do this, will they make it, will all or- 
ganization and production actions be taken that would help them do this? The 
race is for high stakes and is very difficult. 


In view of this, all the data from the inventory must be closely inspected 
and no production endeavors should be neglected. 


Blank Spots 


It is said that about 35-40 percent of private farms do not fatten animals at 
all. On the smallest farms (up to 5 hectares) this index is quite likely 
more than 50 percent. In several provinces, the number of animals per hec- 
tare is scarcely 60, and there are some where it is 30-40. 


There are no more precise data on this. Wor is there any attempt at inter- 
pretation or evaluation of this situation. And perhaps that should be done. 
If there are communities, nd there is one near Sandomierz, in which there is 
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no commercial production of animals, then it would be well to know whether 
this is proper or whether it is a deviation. 


If six provinces (including Opole!) are excluded from the general tread of 
rebuilding herds, then it would not be amiss to investigate the causes for 
this state of affairs. 


The approximately one million peasant farms not involved at all in fattening 
herds (and no one doubts that this is the basic source of meat for the mar- 
ket) are certainly not peripheral. They are not peripheral with respect to 
agriculture nor is the matter peripheral for the food market. 


But there are still some other questions. Basic fodder for pigs, particu- 
larly at this time, which is also a matter of tradition, are potatoes. But 
they are not fed as traditionally as they once were. The fodder is properly 
processed, with additives. And what is done with the whey, skim milk? And, 
in general, are things done better in the fodder industry? What is the 
quality of fodders? How are our protein residues exploited? What is hap- 
pening with consulting and advising? 


Questions can be aultiplied. And they must be aultiplied. The inventory 
data, their careful reading, not only induce one to do this, they oblige one 
to do it. 


2950 
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HEAVY INDUSTRY CHIEF PLEDGES MORE CONSUMER DURABLES 
Warsaw TRYBUNA LUDU in Polish 14 Sep 84 p 2 


{Article based on an interview with Vice Minister of Metallurgy and Machine 
Industry Eugeniusz Szatkowski by PAP journalist Ryszard Nalecz: “Will Growing 
Production Satisfy Market Demands?"] 


[Text] At the September 3 session of the Council Presidium information was 
presented about the actions of the electromachine industry aimed at increasing 
the production of market products in 1984 and 1985. 


"We plan to maintain the priority for market production," stated the 

vice minister. "This year the total production sold (at stable prices) should 
increase by 6.7 percent over last year; however, market deliveries should be 
over 10 percent and have a value of 480 billion zlotys. Next year we plan 
to introduce an even greater preference for market production and the value 
of the delivered goods should be 530 billion zlotys. Generally, in almost 
all categories of goods, this year's market deliveries will be higher than 
last year, and their further growth is assumed in 1985. Thus, for example, 
there will be 22.6 million deliveries of steel-enameled kitchen and household 
utensils this year and over 32 million in 1985. Similarly, there will be 
3.87 million deliveries of aluminum utensils this year and 4.7 million in 
1985; 27.4 million and 33 million deliveries of stainless steel tableware; 
100,000 and 150,000 deliveries of gas stoves with ovens; 420,000 and 455,000 
deliveries of washers and driers; 290,000 and 300,000 deliveries of coin- 
operated washers; 97,000 and 115,000 deliveries of motorbikes; 965,000 and 
1.1 million deliveries of bicycles; 1.2 million and 1.6 million deliveries of 
radio receivers; and 573,000 and 745,000 deliveries of television receivers. 
The majority of deliveries of automobiles, refrigerators, freezers, vacuum 
cleaners and sewing machines will be ruled at a similar level in these years, 
but will be much higher than last year." 


Speaking of difficulties and menaces, the vice minister indicated unsatisfied 
foreign-exchange demands, rise of unemployment and depreciation of the 
permanent property of firms. 


The vice minister said that plant economic groups were set up at 21 plants 
and another 29 are being organized in order to increase deliveries of market 
products. In the first half of the year these groups delivered to markets 
goods worth 220 million zlotys. Indirect market production, undertaken by 
69 firms, has expanded. As a result, by the end of the year the market will 
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be enriched by various products worth 1.1 billion zlotys. After analyzing the 
existing possibilities, the firms of the electromachine industry obligated 
themselves to produce additionally 15,000 gas stoves and 1.3 million stainless 
steel tableware sets, | million enameled kitchen and household utensils, 
alarm clocks, b-use clocks, and many other products with a total value of 

630 million zlotys. 


Moved by the concern to assure the growth of deliveries to market next year, 
at the department's proposal 53 types of products, 30 of which are groups of 
market goods, were included in government orders. To manage the department, 
84 million dollars was sent from the central pool, funds which will be used 
for import from the second payments area, which requires government orders. 
Independently of this, four automatic utensil-enameling lines will be 
purchased for the Olkusz and Myszkow Enameled Utensils Plant. A line for 
producing silverware will also be purchased for Gerlach. With the idea of 
increasing deliveries of refrigerators and freezers, a program was realized 
for expanding the production capabilities and modernizing compressed-air 
units for this equipment, and efforts were made to increase imports of these 
units. 


12421 
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POLAND 


PLANNING COMMISSION EYES PRODUCER GOODS NEEDS or AGRICULTURE 
Warsaw TRYBUNA LUDU in Polish 14 Sep 84 pp !, 2 


[Article: "In the Presidium of the Planning Commission: Thoughts on 
Agriculture and the 1985 Plan") 


[Text] Programs to satisfy the demands of agriculture and the food industry 
for technical means and the growth of agrarian chemistry were the subjects 
of the 13 September session of the Presidium of the Planning Commission of 
the Council of Ministers. 


Participating in the meeting, which was conducted by the chairman of the 
Planning Commission, Vice Premier Manfred Gorywoda, were vice premier and 
chairman of the Supreme Committee of the Polish United Peasant Party [NK ZSL], 
Roman Malinowski, Zbigniew Szalajda, and representatives of the heads of 
interested departments and institutions. 


It was acknowledged that the considered programs, in accordance with the 
decisions of the joint plenum of the Central Committee of the PZPR and the 
NK ZSL and the Sejm's approved program of expansion of agriculture and the 
food industry, would help speed up the technical arming of agriculture. 


The Presidium of the Planning Commission stated that opportunities to 
cooperate with socialist countries should be used to the maximum to increase 
technical equipment for agriculture. 


During the discussion, attention was focused on the economic and financial 
problems of expanding production for agriculture. As was emphasized, an 
increase in the technical arming of agriculture should not cause an excessive 
increase in the cost of food production. 


The Presidium determined the future course and direction of work on programs 
to better meet the demands of agriculture and the food industry for 
production equipment by 1990. 


The the progress and results of previous public consultations and the 
principles of the Central Annual Plan [CPR] for 1985 were discussed. 
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The Presidium of the Planning Commission stated that the material gathered 
during the previous consultations would be an important input to the design 
of the CPR and an assurance of its strict compliance with the decisions. 


As a result of the initial evaluation of the discussion of the CPR's princi- 
ples, a decisive majority favored improving the economic balance and limiting 
the inflation rate as the main economic goal in 1985. In this light most 

of the support was for the first variant of ruling the peoples’ incomes and 
the market balance, based directly on the goal of improving the balance of 
the entire expectec increase of the delivery of goods and services. The 
principle of limiting next year's price increases was also generally accepted. 
In light of the discussion, an opinion was expressed about the need to make 
an effort to obtain higher food deliveries to market than were specified 

in the CPR. A provosa] to cut outlays for building investments by 100 billion 
zlotys, given this year's expected investment expenses, was approved by the 
majority of the consultation participants. 


The final proposals from the consultation on the CPR's principles, which will 
be the basis of furt%er work on designing this plan, will be presented to 
the government. Extensive information about this subject will also be 
published soon in the press. 


12421 
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WATER RESOURCES DEVELOPMENT PLANNED FOR ELIMINATING WATER CRISIS 
Warsaw RADA NARODOWA GOSPODARKA ADMINISTRACJA in Polish No 17, 25 Aug 84 p 14 
[Article by Z.P.: "Consideration for Water") 


[Text] The water management program and supplies of water 
for the populace from 1984 to 1990 were the subject of 
discussion by the Council of Ministers Presidium Planning 
Commission at the end of June. On the basis of analyses 
up to that time, it was found that the possibility of 
supplying the economy and the people with water of 
acceptable quality will be one of the basic elements 
decisive for sociceconomic development in the upcoming 
years. Improvement in supplying the people with water 
from 1984 to 1990 and supplying the leading enterprises 
after 1990 requires the adoption of versatile emergency 
and long-range activities by the competent ministries 

and territorial organs of state administration, to 
satisfy the needs of new construction and rural 
development, and to compensate for backlogs in this field. 


Long-term activity, embracing the construction of new reservoirs and water 
intakes, sewage treatment plants, and a reduction in excessive water use by 
industry, among other things, requires a significant increase in investment 
out lays. 


The Office for Environmental Protection and Water Management has decided to 
concentrate its attention on the expansion and construction of large, 
multipurpose water reservoirs. The construction of at least five new 
reservoirs ig anticipated in the next 5-year period to satisfy the needs 
of such urban centers as Katowice, Bielsko-Biala, Jelenia Gora, Legnica, 
Lublin and Kielce. 


In a relatively short period of time, it will be necessary to construct and 
put into service up to 8,000 sewage treatment plants of various sizes to try 
to prevent degradation of surface water. Almost 350 sewage treatment plants 
are under construction. Putting them into service will increase the total 
capacity of sewage treatment plants by about 5 million cubic meters per day. 
The construction of these installations should be under the special 
supervision of interested territorial organs of state administration. 
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"Gigablok” Sewage Treatment Plants 


We have expectations for the "Gigablok” sewage treatment plants, which are 
modern, comparatively cheap and economical in use. Premier Wojciech 
Jaruzelski, general of the army, became acquainted with the work of the 

first prototype during his visit to Katowice on 27 June of this year, when 

he toured the installation in the capital of Lower Silesia after the traveling 
meeting of the State Presidium. 


Thanks to the miniaturization of technological apparatus and simplification of 
the construction process, the prototype "Gigablok” sewage treatment plant was 
erected in barely 3 years and occupies consid2rably less areg than comparable 
installation of this type. The desired capacity is 96,000 m of sewage per 
day, equal to the water consumption of the populace in a city of 155,000 
inhabitants. The construction of the next "Gigablok" will begir. in Myslowice. 


The introduction of sewage treatment plants like "Gigablok" is the sole 
direction of acceleration in the construction of these installations, and 
150-200 sewage treatment plants will be put into service annually after 1985. 
Thanks to the increase in investment outlays for the construction of sewage 
treatment plants, it will be possible sometime around 1990 to speak of the 
prevention of further water economy degradation and of the creation of 
conditions assuring progress. 


Completion of Construction of the Wieprz-Krzna Canal 


This must be considered an extremely important goal. Investment for it began 
30 years ago and was partially implemented, but it was not finished; not all 
of the storage reservoirs were built, they have not been modernized, and the 
appropriate number of basic facilities has not been built in the water-land 
reclamation system. In consideration of the Wieprz-Krzna Canal as an area 
of special opportunity in the effective development of agricultural production, 
animal husbandry, and agricultural food processing, a proposal was made at 
the meeting of the Interprovincial Commission on the Mideastern Macroregion 
for the adoption of a principle of preference for the canal region in the 
distribution of centrally available means of development for water-land 
reclamation and for agriculture. The preference will embrace deliveries of 
specialized machinery and equipment for water-land reclamation construction 
teams, and resources for rural water line construction needs. Also anticipated 
are deliveries of agricultural machinery and means of transportation suited 
to the agrarian structure and the agricultural production of this region. 


Program of Developing Land Reclamation to 1990 


This matter was also discussed by the Planning Commission of the Presidium. 
It was acknowledged that this program should have special preference in 
activities to promote food economy development. Among other things, its 
completion is also expected to be included in state orders for 1986-1990. It 
has been calculated that satisfying the demand for drainage pipes will entail 
the expenditure of 8 billion zlotys. This is what the modernization of nine 
old brickworks and the construction of five new ones, adapted to the 
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production of drainage pipes, will cost. But this is a necessary expenditure. 
The impatient land reclaimers of Suwalki Province have themselves undertaken 
the production of these pipes. They will soon be able to alleviate shortages 
in this area, and others could do likewis:.... 


The investment program of large undertakings, storage reservoirs, and water- 
land reclamation work is being supplemented by small tut equally effective 
activities. As was emphasized at the meeting of the Presidiunr Planning 
Commission, a decisive role should be played by the local initiatives of 
territorial organs of state administration, public work by residents, and 
so on. This is how it is proceeding. For example, in Czestochowa Province, 
27 km of water lines will be laid in the country this year through public 
work. In Kalisz Province, thanks to these activities, 24 ke of rural water 
lines and 10 weter intakes will be built. 


Essential Importance of Thrifty Water Consumption 


The Presidivea Planning Commission has called attention to the essential 
importance of thrifty water consumption. It is estimated that about 30 percent 
of the water in the municipal economy alone is wasted. Therefore extensive 
activity in allotting and limiting water supplies to industry has been begun. 


The extra drinking water obtained from deep industria] intakes will be added 
to the urban mains. The exc)usion of allotment gardens from approved water 
supplies is anticipated wherever other sources offer a possibility of 
providing water. In the countryside, where the greatest water shortage exists, 
floating pumping stations and portable waterworks will be implemented, and 
special brigades have already begun to deepen wells. 


An appreciation of the fact that water is a commodity that is more and more 
expensive and difficult to obtain must lie at the base of all activity 
in the area of water management. 
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OBSOLETE WALBRZYCH COKING MILL POSES INVESTMENT PROBLEMS 
Warsaw PRZEGLAD TECHNICZNY in Polish No 33, 12 Aug 84 pp 12-14 
[Article by Piotr Pomianowski)] 


[Text] A Walbrzych historical monument: You can hardly find a different 

name for the Walbrzych Coking Mill. It consists of four coking plants which 

are located in four different places in the city. Each of them constitutes 

a separate production unit. Two of them (Boleslaw Chrobry and Sialy Kamien) pro- 
duce metallurgical coke ore, one (Victoria) casting coks, and the last (Mieszko) 
heating coke. Their equipment includes 16 batteries of coke ovens with a 
capacity of producing 2 million tons annually. 


The core of the production section of the mill is made up of machinery 
installed in from 1910 to 1923. Between 1954 and 1962 one of these coke 
plants, Victoria, was modernized, but since during this process obsolete 
designs of the 1940's and 1950's were used, this part of the mill is not 
much more modern than the others. 


In the opinion of specialists, the techniques used there are not much better 
than those of 1929. The remaining plants, B. Kamien, Mieszko and Chrobry, 
were never thoroughly modernized. The results can be seen with the naked 
eye. The working conditions and production have not changed in any essential 
manner for years. It cannot be otherwise with such obsolete basic equipment. 
Its service life depends on the intensity of repairs. It is estimated, 
however, that the plants will shut down automatically in 2-4 years. The 
condition of the mill can be illustrated with one piece of information: the 
average wear and tear of the fixed assets amounts to 66.8 percent. 


The lack of funds to restore production capabilities puts the enterprise in a 
very difficult situation. The problems concern both the material base for 
repairs and financial difficulties, which are impossible to be overcome 
without outside subsidies. The cost of repairs amounts to approximately 1 
billion glotys annually, i.e., about 7 percent of the 14 billion profit. But 
even those repairs are not elways possible, for objective reasons. One of 
the most important is the limited production capabilities of the Chrzanow 
Fireproof Material Plants, which produce pottery. They are able to meet only 
60 percent of the national demand, and the difficult foreign exchange 
situation does not permit to buy missing parts abroad. 
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In this connection, there occur cases of reduced production capabilities 
because of shortages of necessary materials ordered for repairs. For example, 
one of the batteries at the Mieszko Coke Plant works at only 30 percent of 

its potential capacity. The reason is very simple: it takes 1 year to 

fill orders fcr ceramic elements. 


To become aware of the technological gap which exists between the Walbrzych 
Coking Mill and modern production units now under const:iuction in Poland, it 
is enough to say that 3 new batteries can replace the whole enterprise with 
16 batteries. As for the production capacity per unit (battery), it is 
quite different from the national average. If a coke battery in Walbrzych 
discharges an average output of 115,000 tons annually, the average in Poland 
is 241,000 tons, and the new Silesian Insurgents battery under construction 
in Zdzieszowice is expected to yield 700,000 tons. On the other hand, 
modern foreign coke batteries can produce about 1.5 million tons. On top of 
it all, the enterprise [in question] is among those which cause damage to 
the environment. 


The environment is polluted by the dust (1,670 tons), vapors and gas of 
various chemical substances, such as SO, (2,330 tons), phenol (370 tons,) and 
tarry substances (860 tons per year). The techniques presently in use 
pollute the environment to a high degree and it is impossible to change this 
state of affairs. For example, the extinguishing of the coke in the open 
must cause the exhalation of a certain quantity of noxious substances into 
the atmosphere. Consequently, two problems arise: one for the city and its 
surroundings because of the concentration of the dust in the air, and 

another for the plant itself. In conditions such as those described above, 
the supervisory and service functions are extremely strenuous and are not 
compensated with wages higher than with other employers. What is more, they 
are lower than in the coal industry, which operates in similar conditions. 

In 1981, the monthly workers pay was 9,921 zlotys, in 1982 14,323 zlotys, and 
in 1983 rose to 18,244 zlotys. For staff engineers and technical personnel it 
was: 12,282 zlotys in 1981, 17,922 zlotys in 1982, and 22,429 zlotys in 
1983. The pay of administrative and office workers was, respectively, 

7,154, 11,330, and 14,806 zlotys. No wonder there are constant manpower 
shortages in direct production in the plant. 


These shortages amount to 10 percent of the industrial work force and cause 
production to drop by a few percentage points. The lack of highly qualified 
personnel is also an important thing. In 1983, in the plant there were 56 
employees with a degree, 346 with a vocational high school diploma, 79 with 
a high school diploma, 594 with a basic technical school diploma, and 1315 
persons without any specific qualifications, with on-the-job training only. 


The staff turnover can be illustrated by the fact that in some positions the 
number of those who left and of those who were hired exceeded the number 

of employees. While quoting these figures, we have to remember that the 
continuing depreciation of the plant brings about a further decline in 
production, hence a further shrinking of funds for repairs, modernization, 
wages and investments. The low qualifications of a part of the staff and the 
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high turnover caus> a further decline in the plant's production. This is 
reflected in more frequent breakdowns of the machinery and equipment, 

which results in a higher demand for repairs nobody is available to carry out. 
This way the vicious circle is completed, and it is hard to break it because 
of the prolonged financial depreciation in this industry. One can hope 

that the government program on metallurgy, approved last April, will solve 

at least partially the problem of the Walbrzych Coking Mill. The government 
minimum program calls for the construction of one new battery by 1990, with, 
eventually, 4 new ones producing 2 million tons, with the work force reduced 
by 500 persons. 


All these activities are supposed to increase efficiency by 40 percent. 

There is one more alternative: to shut down the mill because of its physical 

wear and tear. Let us take a look at the results in Walbrzych, Wroclaw, 

Jelenia Gora and Legnica provinces. This region is supplied with the 

products of the Walbrzyc: coke plants, which provide 215 million tons of gas; 

1.8 million tons cf coke; 12,000 tons of benzene; 12,000 tons of ammonium ‘ 
sulphate; and 70,000 tons of processed tarry substances. 


Shutting down the two most obsolete plants, B. Kamien and Mieszko, can result 
in a decrease in production, so much needed in this region, by one-third in 
all groups that were mentioned. The financial balance of the enterprise shows 
that it can earmark for investments approximately 100 million zlotys annually, 
which, with a cost of 6 billion for one battery and the 3-year period of 
construction, is a meaningless figure. The comparison between 100 million and 
5 billion shows clearly that even if, by some miracle, it were possible to 
improve the financial result of the Walbrzych Coking Mill several times, 

it would not solve any of the basic problems. And this production is necessary 
since, as I pointed out, the enterprise supplies the whole region with gas 

and coke, and its location guarantees the most efficient use of the local 

coal resources. Besides, modern coke plants will pollute less the natural 
environment. 


This last problem is obviously more complex and, consequently, will not be 
solved, as each coking plant has a negative impact on the environment, 

and the Walbrzych plants are not the only ones that pollute the atmosphere 
with chemical substances. But it will be certainly an important step in this 


respect. 
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POLANL 


VICE PREMIER SPELLS OUT SMALL INDUSTRIES POLICY 
Warsaw TKYBUNA LUDU in Polish 21 Sep 84 p 2 


[Highlights of speech by Vice Premier Edward Kowalczyk: “Main Directions of 
the Policy on Small Industries” ] 


[Text] I am authorized by the government and wish to provide information on 
the main directions of the policy on small industries. Beginning with 1982, 
the restructuring of the operating system of enterprises has been under way in 
our economy in accordance with the directions resolved upon by the 9th 
Extraordinary PZPR Congress and the decrees promulgating the economic reform. 


The fields in which priority was given to applying the principles of the 
economic reform include small industries. Appropriate systemic solutions have 
by now enabled these industries to improve their performance compared with the 
national economy as a whole. 


In recent years, although the economy's performance is steadily improvin,, 
substantial and varied shortages of consumer and producer goods have continued 
to arise. Thus, in addition to the development of large industrial 
organizations, the development of small industry and artisan trades also is 
necessary, since their operations are intended to assure the broadest possible 
supply of goods complementing the products of big industry. The thesis is even 
propounded that small industries represent the “connective tissue” of the 
economy. They can also successfully perform as a “shock absorber” for 
economic difficulties. Their relatively cheaper workplaces, utilization of 
secondary, waste and local materials, technological flexibility and efficient 
management of human resources, as well as the attachment of their workforces 
to their workplaces, appear to confirm this thesis. The major importance of 
small industries to implementing the state's sociohumanitarian policy should 
also be borne in mind. 


In previous periods the functions of small industries had not been properly 
appreciated. Small industries were regarded as sowething secondary and this, 
combined with the then existing directive-type [command] economy, was not 
conducive to their development and resulted in incomplete utilization of their 
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productive potential. These trends and attitudes now belong in the past--at 
least in the milieux which support the renewal and the reform of our 
socioeconomic and political relatiuns, these after all being also the aims 
supported by the current party policy. 


It is worth noting however that the output of socialized and nonsocialized 
small industries in Poland in 1983 accounted for 88 percent of the value of 
the country's entire industrial output. In the highly developed countries the 
share of small industries in output is generally much higher, ranging from 30 
to 60 percent. This is a strikingly broad spectrum. 


The problem of accelerating the development of smiJl industries and 
eliminating the backlog in this respect has been properly reflected in both 
political and economic decisions. I wish to point to, primarily, such steps as 
the joint declaration of December 1983 of the Politburo of the PZPK Central 
Committee and the Presidium of the Central Committee of the SD [Democratic 
Party] and the 1953-1965 National Socioeconomic Plan, voted by the Sejm, which 
envisages a growth rate of about 32 percent for the sales of the products and 
services of the socialized small industries compared with a growth rate of 14- 
16 percent for socialized industry as a whole. In addition the Sejm has voted 
a number of decrees and amendments favorable to the activities of discrete 
small-industry segments. 


Many basic initiatives in drafting this legislation have been offered by the 
Democratic Party, in close collaboration with the PZPR. The political initiatives 
of the political parties as well as the activities of the governments are 

intended to make small industries an active factor in structural changes of 
production activities, so that the systemic modifications performed within the 
framework of the economic reform could result in defining the conditions 
stimulating the development of small-scale forms of production as well as in 
consolidating the constructive activities of self-governments at cooperatives and 
other small-industry segments. 


We would not be objective if we were to be blind to certain negative trends in or 
near the sphere of the small industries as well. Among other things, a regression 
in services is being observed. Smail industries are being accused of unjustified 
exorbitant profit-taking, corruption, speculation, wage “chimneys” and pirating 
skilled workers from state-owned industry. 


However, these are not generalizations applying to the entire small industry 
sector. It should be borne in mind that an underground economy is operating 
side by side with the small industries. This refers to unregistered and 
illegal production of goods and services, which thus cannot be linked to the 
legally operating small-industry outfits. The government will combat 
ruthlessly all such illegal production of goods and services, but without 
transferring the responsibility for the underground economy to the entirety of 
the legally operating outfits. 


In accordance with this position of the government, all segments of the small 


industries, including the private sector as well, can rely on support and aid 
in every case that concerns measurable socioeconomic advantages and operation 
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consonant with the laws mandatory in our socialist state, without violating 
the principles of honesty and the feeling of social morality. 


The government places special hopes in the effectiveness of the self- 
governments, on which it bestows its trust and respect, and which must launch 
lively monitoring, preventive and upbringing activities. 


In consonance with the principle of integrating all the spheres of the economy 
with the object of leading the country out of its crisis and initiating 
structural changes, small industries have been incorporated in the system of 


longrange plans. 


To assure the fulfillment of the 1983-1985 National Socioeconomic Plan in its 
part relating to the increase in the share of small industries in the 
country’s industrial structure, this year the government has taken steps to 
provide more favorable conditions for the growth of small industries. 


Among other things, the Council of Ministers deemed it indispensable to 
consider the import needs of small industries when allocating hard currencies, 
insofar as possible. As envisaged in the instruments for guiding the 
fulfillment of the 1985 CPR [Central Annual Plan], the principles for the 
allocation of ene.gy resources, fuels, and raw and other materials, retain the 
supply priorities enjoyed so far by the small industries. 


The policies of the people's councils should be such as to make small 
industries a factor in the economic growth of provinces and discrete 
localities, by encouraging these industries to streamline existing facilities, 
utilize local, waste and secondary raw materials, develop investment 
activities and provide jobs for the handicapped. 


Small industries are among the economic branches whose operating principles 
are based on generally solid economic foundations. Tax policies toward small 
industries should be generally stable and pro-development, without impeding 
socially advantageous individual initiatives. This position, in particular, 
was and always is taken by the Democratic Party. 


As regards barriers to development, we believe that taxes essentially do not 
represent such barriers; rather, taxes regulate development. Inadequate 
supplies as well as shortages of premises and facilities limit development. 
There is the problem of access to modern machinery as well as of the 
manufacture of equipment that is especially adapted to the technologies 
employed in small industry and services. This necessitates importing such 
equipment with funds gained from exports, which gust increase markedly. 


The trends toward the complete detachment of segments of the private sector 
frow the socialized economy should be opposed and, instead, they should be 
integrated with the socialized economy for the sake of greater public good and 
control. 


Economic mechanisms should be refined so as to proaote the exploitation of 
the latent potential of both equipment and the human element. The economic 
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mechanisms operating within the small industries should, within the framework 
of the general principles of the economic reform, be more fully adapted to the 
specific features of this sector of the economy. 


It must become an important task to reconstruct the state-owned local 
industry, which until 1976 used to be a major element of the structure of 
small industry and employed more than 150,000 persons (compared with only 
27,000 at present). 


The draft decree on small indust ies is intended to resolve these problems and 
meet the related needs. Within the framework of the overall system of the 
economic reform, it provides safeguards for the modernization and proper 
orientation of development of the small industries. The basic shape of that 
decree meets the expectations of the small-industry community and will enable 
the government to pursue a stable economic policy in this field. 


The principal purposes of this draft decree are to provide strong motivation 
for the development of the entire sphere of small irdustries and create a 
favorable sociopolitical climate for all the foy=* of activity represented by 
this field. There is a need to differentiate cer. © *ystemic solutions with 
respect to small industry, side by side with the universality of the 
principles of the economic reform. The specific features of certain small- 
industry segments require a more detailed settlement of particular matters. To 
this end, the draft decree delegates to the Council of Ministers the power of 
determining, by way of ordinances, certain conditions for the operation and 
development of cooperatives for the disabled and blind, as well as the 
principles for and scope of the production of goods and services by social 
organizations. 


The draft decree also delegates to the Council of State and the Council of 
Ministers the power of defining the conditions for the reconstruction and 
development of state-owned local small-industry enterprises and their 
relations with the people's councils. 


Also proposed are: the formation of province funds tor the development of 
services and small industries; allowing small industry to retain the whole of 
its sinking-fund deductions so as to spend them on development purposes; 
obligating the Council of Ministers to introduce selective preferences as 
regards taxation, PFAZ [State Vocational Activation Fund] deductions and the 
supplies of producer goods. 


The draft decree furthermore provides that,in the event that idle industrial 
fixed capital cannot be reactivated by its users, it is subject to being 
transferred to, primarily, state-owned local small-industry enterprises. The 
establishment of the Council for Small Industries and Services, acting as an 
opinionmaking and consultative body under the Council of Ministers, also is 
being proposed. 


The draft decree also introduces changes in the operating conditions of 
foreign small-industry enterprises specified in the decree of 6 July 1982. 
These changes ensue from the need to strengthen the coordinating functions of 
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the province-level local organs of the state aduwinistration with respect to 
these enterprises. 


On behalf of the government I propose that the decree on small industries be 
voted as per the submitted draft decree, and at the same time I affirm that it 
will be consistently implemented by the government and the central and local 
organs of the state adminsitration. 


As the chairman of the Central Committee of the Democratic Party I wish at the 
same time to inform this Supreme Chamber that our party, acting in concert 
with the PZPK and the ZSL [United Peasant Party], shall continue its efforts 
in behalf of strengthening and promoting small industries. We regard this as 
an immeasurably important political task. 


To foster the development of the “kunszty” [crafts], as the Old Polish word 
goes, the Democratic Party has decided to establish the Stanislaw Staszic 
Foundation, named after the great Pole who was the first to pose the matter of 
promoting these “kunszty” as a condition for Poland's prosperity. 
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POLAND 


SEJM TASK FORCE DEBATES FLAWS IN REFORM PROGRAM 
Warsaw KZECZPOSPOLITA in Polish 20 Sep 84 p 2 


[Article by (B.P.): “The Economic Reform: Deliberations of the Intercommission 
Team for the Economic Kefora”) 


[Text] (Own information) A total of 999 economic organizations is on the list 
of potential candidates for bankruptcy, as of 30 June of this year. They 
include 165 industrial enterprises, &/ construction enterprises, 213 
commercial enterprises and 458 agricultural enterprises. In every case the 
banks demanded recovery programs. Commissary boards were appointed at seven 
enterprises, and seven others were found to be in a state of bankruptcy. These 
figures were provided by Director S. Pietrasiewicz of the National Bank of 
Poland in reply to a deputy's question during the deliberations of the Sejn's 
Intercommission Team for the Economic Keform on 19 [September 1984). The topic 
of bankruptcy, which is inseparably connected to the reform, surfaced 
repeatedly in the deliberations of the deputies. Minister Wladyslaw Baka, the 
government's plenipotentiary for the economic reform, declared that the 
bankruptcy decree is regarded in some quarters as mere window dressing of no 
consequence. Hungary does not yet have a similar decree: it still is working 
on it, but more than 100 Hungarian plants already are being threatened by 
bankruptcy. In Minister Baka's opinion, we do not know how to apply good 
legislative solutions in practice. The proper atmosphere for this is absent, 
and if an enterprise is menaced by bankruptcy, aid from all quarters is 
hurriedly provided. 


The steady upward trend of output, some improvement in productivity and 
progress in balancing the economy with the consumer market: all these are 
incontestable effects of the reform. Everyone, both the deputies and the 
government representatives, agreed that the entire initial period of 
appiication of the reform has corroborated its postulated major directions and 
premises. It has resulted in that [enterprise] autonomy and self-government 
became facts, and it has stimulated the resourcefulness of the managerial 
cadre and many workforces. However, discussion by the deputies focused on 
white spots as well as soft spots in the reform, which also are numerous. As 
Prof Jozef Pajestka declared, on taking the floor in behalf of the Team of 
Sejm Consultants, the absence of equilibrium and sufficient progress in 
halting the inflation caused the self-regulating economic mechanisms to 
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operate not as they should. The priority tasks at present are improvements in 
the price system and the abandonment of rationing controls for both consumer 
and producer goods. It was said that the reform processes so far have either 
not affected at all or affected only slightly the sphere of investments and 
innovations, on which attention should be focused at present. 


Deputy Janina Legowska (PZPR) declared: “I value very highly the report on the 
application of the reform, but I find the topic of rebates and subsidies to be 
irritating. We have failed to cope with this problem. The maintenance of the 
present scope of rebates and subsidies conflicts with the need to stress 
efficiency, is a disincentive to enterprises and represents a source of 
unremitting pressure on wages and of their unjustified growth.” 


The urgent need to streamline the methods of economic management and the 
deficiencies of the wage policy, which is blind to the relations among 
enterprises, were m ationed in the speech by Deputy Alojzy Melich (PZPR), the 
team chairman. Aspec’'s of prices, cost and profit-forming mechanisms need 
refining. 


Minister Baka referred to the numerous critical comments on the PFAZ [State 
Factory Activation Fund] by declaring that at the moment it is difficult to 
decide to what extent the current wage mechanism is and is not effective. 
Appropriate studies, analyses and calculations on this subject are lacking. 
Many and varied proposals for revising the PFAZ for the next year have been 
submitted and soon decisions on this matter will be made. Most likely, the so- 
called yardstick PFAZ system--that is a system under which deductions to this 
fund are a function of the increase in output--will be retained, except that 
the application of the gross-output yardstick will be curtailed. Moreover, a 
yardstick-free system of predetermined output ceilings will be applied to a 
limited extent. 


Other deputies who took part in the discussion were: Zbigniew Zielinski (non- 
party member), Lidia Jackiewicz-Kozanecka (PZPR) and Walenty Kolodzie jczyk 
(ZSL). 
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HEAVY-INDUSTRY CZARS MAP OUT OWN TARGETS AT ODDS WITH PLAN 
Warsaw ZYCIE GOSPODARCZE in Polish No 36, 2 Sep 84 p 2 
[Article by Slawomir Lipinski: "Questions Without Answers") 


[Text] Representatives of all federations active in the electromachine in- 
dustry participated in the first consultation of the Central Annual Plan [CPR] 
for 1985 organized by the Ministry of Metallurgy and the Machine Industry 
[MHiPM]) and the trade unions.* The ministry set a later date for a separate 
discussion with copper miners and all metallurgists. This met with criticism 
from those participating in the consultation. "We do not understand why 
metallurgists are not present here,” they said. Afterall, the CPR project 
concerns all of the economy and all of its employees, not just particular 
branches." 


The idea of splitting the consultation with the enterprises supervised by the 
MHiPM indeed turned out to be unfortunate. The metal workers complained that 
the economic policy, including the CPR project, excessively favored metal- 
lurgy. Wlodzimierz Lubanski, the head of the federation of metallurgists, even 
stated that it was time to depart from the policy of preferential treatment of 
“princedoms,” as he defined them. A discussion in the presence of all the 
trade unions within the orbit of the MHiPM would therefore undoubtedly be 
more interesting and, as an expression of a natural conflict of interests of 
paticular trade groups, it would be instructive for all parties concerned. It 
would also be instructive, and perhaps more useful, for the authorities of the 
wsinistry. 





+ 


Federation of Trade Union Organizations of the Metal Industry and the 
METALOWIEC Electromachine Industry Employees; Federation of Trade Unions of 
the Aviation, Engineering, Mechanical, Electronic, and Precision Industries 
Employees; Federation of Trade Unions of the PP POLMOZBYT Employees; 
Federation of Trade Unions of the Shipping Industry Employees (the Founding 
Committee). 
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In the course of the meeting another basic controversy took place. It was 
provoked by Stanislas Janas (chairman of the federation of unions in the 
aviation, engin ering, mechanical, electronic and precision industrie.), who 
clearly stressei thet the ministry cannot treat the meeting as a corsultation 
but only as an information session. 


"We ceceived the meterials for discussion only a week ago, therefore we have 
not yet been able to discuss them within the union,” he explained. 


This ettitude was supported by the federation of the POLMOZBYT employees 
union, which, aside from asking for more spare automobile parts, did not speak 


Deputy Minister of the MHiPM Krzysztof Badzmirowski, who chaired the meeting, 
replied that the CPR project had been published in the press much earlier. 

It was true, but not quite so. It turned out that with invitations sent to 
union members, the ministry sent along its own material, entitled "Proposals 
by the Ministry of Metallurgy and Machine Industry for the CPR'85." 


It is a large brochure which contains not so much annotaticns on CPR projects, 
but a detailed version of the CPR with regard to the branches supervised by 
the MHiPM. The union members were therefore correct in considering it key 
material for the discussion. Especially since even a superficial reading of 
it suggested that this version was considerably different from the Planning 
Commission's project. Here are a few samples. 


According to the CPR project, the anticipated production growth in 
metallurgy and the electromachine industry is to amount to 4.4 percent, but 
according to the ministerial proposalse--6.3 percent. The increase in market 
supplies will be 6 and 10 percent respectively. On the other hand, export of 
the electromachine industry goods to hard currency countries, according to the 
CPR project, ought to increase by 6.6 percent, while according to the minis- 
try, only by 0.7 percent. Noninvestment import for both industries ought to 
increase by 8.4 and 14.4 percent, respectively. The CPR project assumes a 
zero or at the most a balf percent increase of real wages and 13-15 percent 
increase in nominal wages. The ministerial variant anticipates for next year 
nearly a 20 percent increase of nominal wages in metallurgy and the electro- 
machine industry (together). It is an index thrice surpassing the planned 
productivity (6.8 percent). 


The addition of this material to the invitations sent to the federations 
resulted in their talking almost exclusively about the ministerial variant of 
the CPR project, under the assumption that they had been invited to do so. 
Thus the idea of the consultation of the CPR premises failed. The fact that 
ministries are not the subject of the plan seemed to have been forgotten. 
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What, then, was discussed at the meeting? 


The first person to volunteer to speak was Jerzy Madej, deputy chairman of 
the union in the Gdansk Shipyard and deputy chairman of the federation of the 
unions in the shipping industry. He began not with the plan but with the 
reform, putting into doubt its elementary principles. He asserted that the 
decentralization of management resulting from the refors was an “overkill.” 


In the opinion of Jerzy Madej, the central authorities ought to continue to 
pass on specific directives to enterprises (regarding the amount of produc- 
tion, labor quotas, supplies, etc.) and the role of the enterprises ought to 
be limited to carrying out of these directives. He stated calaly that such a 
system would finally permit the work forces to show initiative. 


He limited his observations on the plan project to such postulated slogans as: 
we must increase labor productivity, improve the quality of production, plan- 
ming and the labor structure in enterprises, we gust settle apartment surplus- 
es, because elderly people too often occupy excessively large apartments; we 
must turn suburban lands to garden plots, and even prohibit tobacco smoking at 
meetings. 


Thus a representative of a federation in an important trade group had this 
much to say about the plan project. Fortunately, other pronouncements 
deviated from his surprising statement. 


Tadeusz Bilewicz, deputy chairman of the federation of unions in the aviation 
and engineering industries, asked why the ministerial version of the plan 
project completely ignored the issue of how this plan was coordinated with the 
NPSG [National Socioeconomic Plan], which it was to complement. On this iesue 
the CPR project was also silent, and this, in his opinion, was the essential 
shortcoming of the project. “Particularly, since the CPR closes a whole 
3-year plan and constitutes the base for the future 5-year plan.” 


The representatives of the ministry did not answer his question about the 
conformity of both projects with NPSG goals. The participants in the meet ing 
also were surprised at such great differences between the figures in the CPR 
project and in its ministerial version. “Ien't this version wishful think- 
ing?" asked T. Bilewicz and, providing an answer, he expressed doubts as to 
the possibilities of fulfilling its premises. 


This thread was taken up by Wlodzimierz Lubanski, chairman of the federation 
of metal workers unions, who put the finishing touch to it. "From the 
opinions which the federation managed to gather,” he said, “it results that 
the ministerial project was prepared without taking into consideration any 
actual difficulties occurring daily in enterprises, including labor shortages. 
Meanwhile, among the 500 enterprises represented by our federation there isn't 
even one which would not suffer personnel problems.” 
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The slim possibilities of supplying the industry with raw and other materials 
were also not taken into consideration. “In the ministerial proposals one 
encounters frequently such statements as ‘the growth of production vill 
require full material and hard currency supplies." Nowhere is it sentioned 
how to use better what is already available,” continued Lubanski. “Yet, this 
is the basic question, which must determine the success of this and future 
plans.” 


In this situation, what sense does the ministry's proposal have and what is 
it based upon? The union representatives did not receive an answer to this 
question, because the author of the proposals, Mr Domin, director of the 
MHiPM planning department, was not present at the consultation. 


In referring to the CPR project, union representatives from the electromachine 
industry pointed out that the whole production increase in the industry was to 
be achieved exclusively by raising productivity, since labor surpluses would 
go to non-production areas. But the possibilities for developing the 
technical aspects of labor are very small. 


“The CPR project assumes, after all, that investments of enterprises would be 
curbed,” said T. Bilewicz. “Yet, the decapitalization of production assets in 
our industry continues.” 


According to the information presented to the meeting by the representative of 
the Planning Commission, machinery and equipment undergo amortization to the 
value of about 260 billion zlotys yearly. The value of newly installed 
equipment, on the other hand, amounts to only 150 billion slotys. At the same 
time 70 percent of funds for investments are consumed by old investments. 
Those, however, will result next year in only 3.5 thousand new jobs, mainly in 
metallurgy. All the same, the degree of utilization of production capacities 
in metallurgy will still be auch lower than 4 years ago (84 percent, as 
opposed to 93 percent in 1980). In the electromachine industry, on the other 
hand, it is to be higher (86 percent as opposed to 83 percent in 1980). 


“How are we to achieve this productivity without modernizing investments in 
enterprises, considering such great supply problems?" asked T. Bilewicz, 
again without getting an anewer from the ministry. 


W. Lubanski provided the anewer for the leaders of the consultation: 


“We must say openly that productivity can grow only through workers’ suecles. 
This must find its reflection in the wage policy. Yet, wages preferences 
are given to various branch ‘princedoms’' and not to actual work,” he added. 


His answer suggested that priorities in wages ought to be directed where there 
is an actual increase in productivity. Unless this increase is rewarded, 
plans are futile. The plan project does not seem to take this into consider- 
ation. W. Lubanski aleo said that in the wage policy the principles of the 
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reform gust be consistently applied. The resuneratior ought to depend chiefly 
on the profitability of the enterprise. 


During the meeting many detailed questions were asked. For example, whether 
the planners tock into consideration the next year's increased ficw of money 
resulting from the revalorization of savings. They were toid that out of the 
160 billion slotys which will be peid, only 60 billion were anticipated to 
reach the market and such sum was counted on by the Plannin«e Commission. 


In the pronouncements of the union representatives one could a. note great 
impatience with the continuing lec* of « complex housing policy. 


In eum, neither side left the meeting satisfied. The bureaucrats, because 
their conceptions were not accepted without criticies, and the union 
representatives, because they did not get answers to any of the important 
questions. 


12270 
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POLAND 


VOLUME, PACE OF UNDERGROUND ECONOMIC ACTIVITY APPRAISED 
Warsaw ZYCIE GOSPODARCZE in Polish No 35, 26 Aug 84 p 12 
[Article by Marek Bednarski: "The Second Economy" ] 


[Text] A characteristic phenomenon of the contemporary 
Polish economy is the appearance of a special economic 
underground. The crisis, as one might expect, furthers 
its development owing to intensified competition over 

the distribution of dwindling consumer capital from the 
national income. This is also why the effects of "second" 
economic activity are becoming more and more evident in 
society. 


An economy of the "second" type ina socialist system can be defined as any 
economic activity which, as a result of existing bookkeeping conventions, the 
inefficiency of the apparatus that collects data, or the impossibility of 
getting information, is not directly registered by the government statistical 
apparatus and consequently is not subject to any control or central regulation. 


The definition thus formed encompasses two types of economic activity, which 
are very different in nature. The first is one of natural production for the 
needs of one's own home economy, e.g., the cultivation of garden plots, home 
repair and "shop" work, understood broacly, sewing, etc. The second, and the 
object of analysis here, is characterized by goods, and its goal is to obtain 
income. It also is in a directly competitive relationship to the legal economy 
and is strongly conditioned by it. 


Practically speaking, then, the "second economy" manifests itself in the 
following three forms: 


--as any unregistered economic activity; 


--as work carried on in a private establishment but outside the sphere encom- 
passed by its registration and taxation; 


--as private work that takes place in a state enterprise during work hours. 
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Forms of “Second Economy" Activity 


Delimiting the actual scale of each of these forms does not seem possible, 
for the organs that deal with the prosecution of this type of crime are not 
in a position to guage its detectability. A qualitative characterization, 
however, also carries essential information from an economic point of view. 


And so, unregistered economic activity encompasses the production of goods 

and the rendering of services, illegal trade of goods, often of a speculative 
nature, and a characteristic type of private foreign trade. Part of the 
activities named here are conducted on a small scale and can be acknowledged 

as socially useful and in compliance with the law, e.g., the organizing of 
mini-preschools, the distribution of home-cooked dinners, and the performing 

of services within the framework of neighborly self-help. At the same time, 
however, larger ventures are undertaken which, by being hidden from the Treasury 
Office, are not burdened by taxes owed, e.g., the processing of fruits and 
vegetables, the breeding of foxes, construction, and also transportation, hotel, 
and jewelry services. 


The illegal trade in goods concerns above all goods subject to regulation or 
difficult to get but obtained from illegal sources in large quantities, like 
furniture or houseware. Also belonging here is the illegal trade in auto- 
mobilies, basing itself on price differences in various parts of the country, 
and also trade in foreign exchange, in which a margin of profit is obtained 
thanks to the possibility of procuring foreign currency directly from for- 
eigners. Finally, an unregistered agency in the trade of property may be 
profitable, involving the acquisition of larger plots of land, their division 
into small plots, and then their sale at correspondingly higher prices. Indi- 
viduals take part in private foreign trade when they buy dollars in Poland 
(although they can also come from income acquired in convertible foreign 
exchange), obtain abroad with them goods which are sought after in Poland, 
send them to people hired for this purpose and sell them for zlotys without 
payment of taxes owed. 


The expansion of activity in a private registered establishment beyond that 
which is an object of taxation is connected with the employment of uninsured 
workers, and thus with the concealment of the full state of employment and 
hiding part of transactions and income. Workers who are not insured often 
have some guaranteed form of compensation thanks to pensions or parallel work 
that is legal. Tradesmen not only increase production beyond the taxed amount, 
but also trade with the goods produced by themselves and other producers (with- 
out permission), produce additional goods besides those reported, change the 
scope of services rendered in relation to those which were reported, or start 
up subsequent workshops in the name of individuals serving as fronts. In food 
establishments the increased activity involves putting behind-the-counter goods 
up for sale. 


Private economic activity in a state enterprise can manifest itself in a two- 
fold way: 
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First, it can be actually private production which is formally headed by the 
state or a cooperative enterprise in a way that is not in conformity with the 
law, which protects the individuals carrying it out from taxation; production 
is carried out here without using equipment or raw materials from the given 
establishment, often in an area not connected with its range of interests, 


by a specialized group of people. 





Another method of parasitism on the socialized economy involves performing 
work during time paid for by the firm, with the help of its machines and mate- 
rials, and at the same time obtaining private remuneration by this means. 

For example, a man in charge of hydraulic installations in the administration 
of a housing complex designates almost half the official work time for filling 
private, unofficial orders. He gains by virtue of this 100-200 percent of 

his legal earnings. An auto mechanic privately repairs cars without orders 

in a state enterprise, which brings him a profit of 100-200 percent of the 
official takings. A metalworker in a state enterprise makes small objects 
which he carries out illegally outside the enterprise, and which give him an 
income of 50-65 percent of his official earnings. 


Specific activities connected with the "second economy" are also concentrated 
around school. Group as well as individual gifts for teachers who tutor 
students from their own classes mean in essence that they are taking advantage 
of a state work establishment to obtain unofficial individual material profit. 
There is a similar situation in the case of medical care, where additional 
gratuities are obtained for work already paid for once by the state employer. 


The scale and the social consequences of the last of the three outlined forms 
of the "second economy" make it the most threatening among them. 


Causes... 


The most important causes of the formation and strengthening of the "second 
economy" include high taxes on work, the endurance of instability in the con- 
sumer goods market, the pathology of the state enterprise, and the state of 
social consciousness. 


The first cause, the high taxation of work, is connected to the state's invest- 
ment activity, maintaining the sphere of public service and subsidizing prices. 
The taxpayer in a socialist system is the enterprise and not the worker employed 
by it. In connection with this he does not feel the taxation directly, but 
indirectly, as a relatively low level of real wages considering the given work 
output. Social rights are treated by him as his "due," not connected with 

taxes rendered. 


The second cause of the rise of a parallel economy in Poland is the structural 
instability of the consumer goods market. Its result isan inflationary gap: 
money which is paid out to people and which is not covered by goods and ser- 
vices. It is precisely this gap that is the agent that very strongly stimulates 
the “second economy." For this is the territory where the free market func- 
tions, where prices are set by supply and demand, and supply is limited by a 
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lack of raw materials and other materials and by the risk connected with the 
eventual detection of law-breaking, while in the meantime demand is strongly 
stimulated by money searching for goods. As a result, a high price level is 
formed, significantly exceeding production costs, which encourages participa- 
tion in the “second economy." 


The inflationary gap also promotes the speculation of goods sold in the network 
of official trade, but actually available only after long waiting in lines 

or thanks to bribes. Accompanying the inflationary gap, the process of mone- 
tary depreciation encourages speculation with convertible foreign exchange, 
which enjoys a large demand as a convenient and loss-free means of hoarding, 
and also makes it possible to attain deficit goods in Pewex stores. In view 
of the limited supply of these foreign currencies, individuals with access 

to them can realize a margin of profit in speculation. 


Another cause for the expansion of the "second economy" are pathological phe- 
nomena creeping into state enterprises. For the existence of the "second 
economy" in them is possible only under the conditions of defective work on 
the part of the enterprise: the bad state of usage norms, the improper 
awarding of bonuses for economy, the basis for settling accounts that allows 
the cover-up of shortages, lowered norms of labor intensiveness, stoppages, 
bad organization of work or, finally, the incompetent work of the supervisory 


apparatus. 


A separate problem is comprised by the absence of mechanisms that would identify 
the interests of the workers with the interests of the enterprise. For the 
activity under discussion is usually easily noticed by the collective of 
workers, which, however, does not react to a private enterprise within the 
framework of a state establishment, not seeing in it a threat to its own 
interests: the agent that lowers the wages of the whole work crew. 


This question is tied in with the broader problem concerning social conscious- 
ness in relation to state property. This property is rarely the object of 
protection in value systems truly held by society. On the contrary, skill 

in effectively becoming its owner is treated as a manifestation of resource- 
fulness in life. 


The reason for this is not only in the absence of a direct threat to the inter- 
ests of specific individuals by the "second economy" hinted at earlier. The 
essential reason is the still unsolved problem of alienation of labor as a 
result of which the worker in a state enterprise feels more like a person hired 
to do specified work than a co-manager of the enterprise. Also, not without 
significance is the fact that in ethical-moral systems that have a centuries- 
long tradition, the object of protection has been private property. The pro- 
tection of state property, being relatively new, does not have a long tradition. 


In general, one can assert that the conditions for the development of the paral- 
lel economy are of a nature that emerges from the present political economy 
only to a certain degree. 
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---and Effects 


The “second economy" influences the broadly understood process of production 
and leads to far-reaching redistributionary effects between individual groups 
of people. The influence on the production process leads above all to the 
seizure of means that are at the disposal of the state by private individuals 
and to the modification of motivations to work. The seizure of state-owned 
means is achieved above all by not paying taxes in the owed amount or the con- 
plete avoidance of taxation. For the processes of production, however, the 
appropriation of these funds is essential. 


In private hands they will be used for consumption rather than investment. 
This happens because various mechanisms in a socialist system block the possi- 
bility of private investment and tolerate the existence (in principle) of only 
small workshops for tradesmen. In the meantime, enlarged state incomes, in 
view of a certain amount of rigidity in expenditures for consumption from the 
budget, could strengthen the investment fund. 


The other channel for the seizure of state income by private individuals is 
the already described parasitism of the "second economy" in socialized enter- 
prises. This means, in essence, the direct return to private ownership of 
government property, with its appropriation for consumption. The harmfulness 
of this phenomenon for the production process is obvious. 


In summing up these observations, it should be emphasized that this transfer 
takes place from the socialized economy to home economies, and that it usually 
leads to the impoverishment of accumulated capital to the benefit of consump- 
tion capital. 


The influence of the parallel economy on the production process is also 
expressed in its influence on the state of consciousness of workers and conse- 
quently on the functioning of motivational mechanisms. In factories in which 
activation of the “second economy" is possible, material motivation is subject 
to great limitation, for the illegally attained reward exceeds considerably 
the bonus that the enterprise can offer. The worker thus minimizes his effort, 
treating the state job above all as the basis for acquiring social benefits, 
and often as the source of free materials and orders. Wages cease to be the 
primary motive of professional activation. 


The relative ease of attaining significant income in the "second economy" 
evokes bitterness and the feeling of injustice among representatives of fac- 
tories that do not create the possibility of activation in this sphere, and 
this being the case, also -mfavorably affects extra-material motivations. 


Activity in the "second economy" can be, as mentioned before, socially useful 
at times. This includes work performed within the framework of neighborly ser- 
vices after work hours with legally obtained materials, the organization of 
mini-nurseries, preschools, distribution of home-cooked dinners, the sale of 
produce from gardens or tutoring on a small scale, foreign language lessons 
or music lessons. This activity fills gaps in supply represented by the 
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official sector, and at the same time is so marginal that it does not require 
registration and taxation, and does not lead to harmful revisions in the dis- 
tribution of home incomes. 


Generally, however, in spite of the positive effects, the consequences of the 
“second economy" on production and redistribution should be negatively appraised 
for creating illegitimate income and disintegrating society. 


Attempt at Assessment 


The source for presenting an attempt at an estimate of the monetary "second 
economy" in Poland in the 1980's is Part Two of the "Balance of Income and 
Expenses of the Population," which characterizes trade among individual popula- 
tion groups. For this analysis we have availed ourselves of expenditures from 
three groups of incomes singled out by GUS [Central Office of Statistics]: 


l. Group A, encompassing monetary receipts of the population in the form of 
salaries, pensions, and stipends; 


2. Group B, encompassing monetary receipts of private farmers, taking into 
consideration their other receipts; 


3. Group C, encompassing monetary receipts of the population that supports 
itself by conducting non-socialized economic and service activity outside of 
farming. 


These expenditures, within the limits of each of the groups named, were merged 
into basic entries. And so, within the framework of Group A, expenditures 

for agricultural products and expenditures benefiting other home economies 
were singled out. In the framework of Group B, expenditures for non-agricul- 
tural goods and services, outlays on behalf of other home economies, and pay 
for hired workers were singled out. In Group C, outlays for agricultural 
produce, pay for hired workers, and outlays on behalf of other home economies 
were singled out. 


The “second economy," for the purpose of the estimate being presented, is 
defined as the amount of expenditures in home economies benefiting the popula- 
tion by reason of purchase of goods, services and work, and also flows of a 
transferal nature not registered by taxation organs. 


It is assumed, on the basis of microeconomic observations, that 50 percent, 

in the minimum variant, and 70 percent in the maximum, of outlays for non-agri- 
cultural goods and services involve production that is not registered by taxa- 
tion organs and that consequently supplies the "second economy." The maximum 
variant should compensate here for the lowered, in the opinion of some workers 
of GUS, aggregate sum of these outlays. Similar assumptions were adopted 

with regard to outlays for wages of hired workers in Group C. 


It was also assumed that all outlays for agricultural products bought at mar- 
kets, for wages of hired workers in Group B, and for the benefit of other home 
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economies, are not registered, and therefore also supply the “second economy." 
This assumption somewhat overestimates the conducted assessment and is in dis- 
agreement with the earlier description of the "second economy"; the undertaken 
method arises, however, from the inaccessibility of data in a different system. 


In summing up the thus-defined sources of the strengthening of the "second 
economy," we obtained the estimates presented in the table (below). 


In view of the approximate character of the figures presented, one can make 
use of them mainly for defining the scale and dynamics of the phenomenon of 
the “second economy." In order to get such information, the obtained amounts 
were ascribed to the stream of private income in the population. 


Estimate of the Polish "Second Economy" 


"Second economy" minimum 
estimate (bil. zlotys) 


"Second economy" maximum 
estimate (bil. zl.) 


Portion of “second economy" 
in personal income of the 
population, minimum version 
(in percent) 


Portion of "second economy" 
in personal income of the 
population, maximum version 
(in percent) 
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1980 


134.1 


159.9 


8.1 


9.7 


1981 


209.9 


242.8 


11.2 


1982 


375.9 


439.3 


10.4 


12.2 


1983 


449.7 


536.4 


10.2 


12.1 











YUGOSLAVIA 


ECONOMIST BAJT DISCUSSES INFLATION 
Belgrade PRIVREDNI PRECLED in Serbo-Croatian 8-10 Sep 84 p 4 


[Interview with Dr Aleksandar Bajt, professor and director of the Economic 
Institute of the Ljubljana Law School, by Zdravka Cicmirko: "We Must Stop 
Using Monetary Issuance To Create Income™] 


[Text] In economics, nothing can be created by just printing 
money. According to its rules, everything must be “covered 

in real terms.” However, the first thing one must keep in mind 
is that inflation, so to speak, toys with paper money. It 
makes paper money completely worthless if the inflation rate 
is high. One rule which is universally applied is: Keep as 
little paper money in your hands as possible over the longer 
tern. 


Of the substantial consequences of an overall increase in 
prices the most painful are, for the most part, those concern- 
ing wages and salaries, since their real value is lost. How- 
ever, it is interesting to note that last year in our country 
real income from regular, full-time jobs decreased by 10 per- 
cent according to official statistics. At the same time, 
personal consumption in real terms decreased by between 3 and 
4 percent. In practical terms, this means that between 6 and 
7 percent of real money in personal consumption is circu- 
lating illegally. No one knows from where this money comes. 
One can only make assumptions. 


How should the Yugoslav economy perform next year, how should 
personal and joint consumption be reconciled with the Long- 
Range Program of Economic Stabilization? Concerning these and 
other problems involved with our economy, Zdravka Cicmirko, an 
editor at PRIVREDNI PREGLED, conversed with Dr Aleksandar Bajt, 
professor and director of the Economic Institute of the 
Ljubljana Law School. 


1 cee, In your opinion, how should the Yugoslav economy perform during 
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[Answer] The answer to this question is much easier than it was a year or two 
ago. There is no doubt that much criticism can be directed at our economic 
policy with regard to the implementation of stabilization policy, especially 
because of lack of rersistance in its implementation which was particularly 
apparent during the second half of last year and at the beginning of this 
year. Now economic policy has suddenly shifted with respect to adopted stab- 
ilization strategy, and certain measures have come out of this shift which 
have even hampered production processes which had been begun. This mostly 
concerns the freezing of exchange rates and interea rates in December of last 
year, which worsened the competitiveness of our exporters on the foreign mar- 
ket. This was reflected unfavorably in markets using convertible means of 
payment and at the same time made possible a necessary differentiation in the 
economy. However, there is no doubt that in spite of the steps backwards 
which were mentioned above, significant changes have been made within the 
structure of expenditures in favor of the foreign sector which have enabled 
us to pay the interest due on foreign debt more or less regularly, and it 
goes without saying that everyone hopes the results will get better. 


Today, according to the directives given by the International Monetary Fund, 
all indebted countries carry out approximately the same export-expansion 
policy, and because of this results have to be modest. One should emphasize, 
however, that in contrast to some other countries (Mexico, Brazil, Turkey, 
Rumania), we have managed to carry out important changes in the economic 
structure in favor of domestic sectors, especially energy, to the detriment 
of import sectors; in addition, social product has not declined in any year. 


During this year, industrial production has overexerted itself to some extent. 
I don't think that we can maintain the present tempo, but it points to the 
possibility of carrying out a further reduction in domestic expenditure below 
the level of social product in addition to growth in social product, and this 
means an ever-decreasing burden on the standard of living of the population. 
It would be beneficial if the burden of reductions were to be transferred 
— current consumption to durable goods, especially those characterized by 
mport. 


It is true that in a limited sense results have been discouraging in the area 
of stabilization--that is, stabilization of prices--but one must realize that 
this is the price we must pay--really, over the entire extent of inflation-- 
for the normalization of foreign balances. With an increase in exports to the 
convertible area taking place recently and with increased total exports, a 
greater foreign exchange influx from foreigners has been recorded, especially 
the purchase of foreign exchange in currency exchange offices, because the 
exchange rate in our currency exchange offices during the main seasons has 


been more favorable than exchange rates in currency exchange offices abroad. 
These results were not by chance. 


All this was possible only by eliminating the artificial overvaluation of the 
dinar, and thus an undervaluation of goods making up the entire import 
sector--in other words, by a more radical devaluation. Understandably, one 
consequence is "import inflation," in reality an increase in prices in import 
sectors in the level of domestic inflation, by the same amount that they lagged 


the prices of domestic sectors in previous periods. The anti-inflation program 
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fully anticipated this, and thus one should not be surprised that signs of 
gradual slowing of inflation in it have not been recognized. If there is 
something to regret in this sector, it is the fact that we have still not 
succeeded in stopping the domestic generators of inflation. 


With this exception, however, great results--one might perhaps even say 
gecisive-—-have been made in the process of stabilization--results in decisive 
areas and in foreign balances, at any rate. 


In this situation, the answer to the question of what kind of economic policy 
we need for next year is quite simply that we should continue with consulta- 
tion and with the Long-Range Program agreed upon, with the strategy provided 
for; above all, we should continue with the policy of a real exchange rate 
for the dinar and real interest rates. This will be twice as easy as in 
previous years. 


[Question] Do these interest rates sake profitability possible? 


[answer } The policy of real interest rates is gaining increasing public 
support, in spite of the great publicity which has been given to unskilled 
sermonizing that interest rates at the level of inflation make possible 
profitability to the point of exploitation. In reality, exactly the 

opposite is true. Someone who does not pay an interest rate equal to the 
level of inflation (whether he be an individual, or an organization of 
associated labor) exploits his creditor--which is, in most cases, society as a 
whole. The only way to return an economy which has taken an inflationary 
tack to its socialist nature (and this is the resolve to compensate according 
to work) is precisely through real, positive interest rates. 


[Question] What is meant by leaving formation of prices to associated labor? 


[Answer] In spite of favorable circumstances, the coming months, and even 
the next year, present a great danger. Leaving prices to associated labor and 
to the market will cause a new wave of inflation, which might again cause a 
shift in economic policy. 


I have never supported free pricing, especially not under conditions of 
uncontrollable growth in income per unit of production services and produc- 
tion (the so-called costs of inflation). However, it has been demonstrated 
that we are not capable of organizing an agency for setting prices which 
would be in a position to support relative prices by its own initiative, and 
not by pressure from internal and interest groups. In this sort of situation, 
free pricing is a lesser evil, especially since it contributes to solving a 
major problem and to the creation of surplus production, so that indebted- 
ness abroad is greatly reduced. 


Because of this, under the present circumstances--and in many respects they 
are reminiscent of the South American economy--economic policy must strive to 
do everything it can to balt an explosion in prices, and at the same time 
suppress growth by administrative means which, with regard to increasing nom- 
inal expenditures or income according to production, has become unavoidable. 
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A new law concerning prices might also contribute to halting an explosion in 
prices. To do this, it must determine as precisely as possible the manner of 
formation of real expenditures (their valuation according to real prices is 
the concern of economic policy), and if must allow prices to be determined 
im accordance with relationships in th: market, and allow positive differences 
between prices and real expenditures, if they exceed minimum profit, to be 
channeled into savings (investment). The tying of personal incomes to real 
production (in contrast to the present system which ties income directly to 
one’s own value), and leaving nominal corrections for increased living costs 
to economic policy, might also be able to contribute a great deal, especially 
in the long-term sense. This would have to be institutionalized in a new 
social agreement on distribution. 


[Question] Is it necessary to increase restrictive monetary issuance policy? 


[Answer] The principal means of restricting increases in prices, however, will 
be a restrictive monetary issuance policy. It is therefore necessary to 
increase its effectiveness. Issuance must cease being used to create income. 

It is necessary to make interfinancing impossible, whether by investment credits 
or by crediting personal incomes, which is attained by subtraction or reduction 
of bank credits in the case of interf inancing. 


Issuance policy must be aided by facilitating demand (among given nominal 
incomes) and by an increase in supply. Both can be attained by interest rates 
which are positive in real terms for all investors, both in the social and 
the private sector. This would prevent losses in both business and the general 
population--avoided up to now by purchasing for reserves and by rapid renova- 
tion of durable goods--which would reduce demand and make the maintenance of 
reserves (corn, for example) contracted for with foreign exchange appear to be 
senseless, and all this would increase sale. 


The danger presented by liberalized prices consists first of all in the 
possibility of again coming to a test of economic policy, that is, a freezing 
of prices, and secondly, that along with rapid inflation the slide in the 
dinar would be stopped by the valorization of interest rates. Although no 
one would be happy with high inflation, nevertheless one should know that 
rapid growth, which is facilitated (unsuccessfully) by issuance policy, 
performs the extraordinarily valuable function of limiting domestic expen- 
diture below the level of social product, which would facilitate the gradual 
repaymert of foreign debt. Considering that our greatest problem is actually 
foreign indebtedness, a lack of success in stabilizing prices should be sought 
precisely because of the solution of this problem. In the import sector, that 
is, with regard to exchanger rates for the dinar and its transferrance into 
domestic prices, economic policy will continually have to take initiative 
into its own hands. Since this is most important, it is precisely in the 
area of interest rates and exchange rates of the dinar that we must be con- 
vinced once and for all that 5 percent interest rates with stable prices, 15 
percent interest rates with 10 percent inflation, and 105 percent interest 
rates with 100 percent inflation, insure or establish quite equal relation- 


ships in the economy, and these are relationships in the sense of social- 
economic relationships. 
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[Question] And what will happen with the Long-Range Program of Economic 
Stabilization in the future? 


[Answer] Everything I have said, however, concerns the easiest part of the 
job, which we ourselves have assigned to the Long-Range Program of Economic 
Stabilization, to the short-term aspect of the problem. These assignments are 
not long-range in the sense that we can postpone them into the indefinite 
future, but in the fact that they can be realized only gradually, by small but 
persistent steps, and they relate to an increase in the efficiency of our 
economic functioning, in the broadest sense--from organizations of associated 
labor to society as a whole. At present, almost nothing has been done in this 
direction. 


Attempts which are now being made in this regard, such as improving the 
efficiency of the university system in Serbia, transferring machinery manage- 
ment in Gorenje, the introduction of an effective organization of production 
such aw in Braca Karica, in Pec, and still others, are completely isolated 
examples. Problems involving overgrown public administration, government and 
self-management 's parallel relationship in government and self-management 
structure, inmefficient public services, from elementary school to scientific 
institutes, have not even begun to be solved. 


Linear material resources have been reduced to a critical state, but organized 
structures and networks of organizations have remained untouched, and are 
only waiting for the worst to pass. With our social management, such as in 
our associated labor, we have never been able to join the international divi- 
sion of labor on an equal basis. Enormous reserves exist here. The problem 
certainly exceeds the competence of our executive organs. 
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